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Merck president 
quits after seven 
months in the Job 

Richard Markham, president of Merck, the world's 
largest prescription drugs group, has resigned 
imexpectedly after just seven months in the post 
The 42 -year-old Markham, who was also Merck's 
chief operating officer, was widely viewed as 
heir apparent to the company's chairman Roy 
Vagelos. The move surprised analysts who 
suggested there was nothing in the company's 
recent performance to account for it Page 15 

Move to break trade logjam: Germany, 
m advance of today's resumption of the long 
dormant Uruguay Round of trade Kberalisation 
talks in Geneva, has suggested nhan n »n me Euro- 
pean Community funds to French farmers to 
win France’s support for an agreement cutting 
farm subsidies. Page 14; Tokyo clainw advantage 
In numerical targets battle, Page 4; Editorial 
Comment, Page 13; Samuel Brittan, Page 13 

Debt talks may restart: Olympia & York 
USA is close to resuming talks with creditors 
on restructuring its USS5.3bn debt after settling 
disputes relating to its board of directors and 
other issues of corporate governance. Page 15 

Segni looks to fight for middle ground 

Mario Segni Heft), 
leader of Italy’s referen- 
dum movement, is 
expected to join forces 
with the cross-party 
Democratic Alliance 
movement this week 
in a union that could 
form the basis for a 
broad-based party 
capable of challenging 
the majority Christian 
Democrats for the 
political middle ground. Segni broke away from 
the Christian Democrats this year. Page 14; Further 
arrest in water inquiry. Page 2 

Denktash set to meet NacHn Fugitive 
businessman AsH Nadir was due to meet north 
Cypriot president Rauf Denktash last night The 
meeting comes amid further signs that the island 
government is co-operating to block the efforts 
of the administrators to Polly Peck International. 

Mr Nadir's former company. Page 14 

Disaster area grows: The US government 
declared 44 more Missouri comities disaster areas, 
adding to the six-state area in the Mississippi 
basin that has been devastated by floods. Page 3 

Aluminium Company of America, world's 
biggest aluminium producer, has reported a 21 
per cent drop in second-quarter net income before 
special charges. Page 17 

Thatcher backs referendum: Splits in the 
ruling Tory party over Europe resurfaced as Baron- 
ess Thatcher, the former prime minister, said 
she would back attempts to win a referendum 
on the Maastricht treaty. Page 5 

European Monetary System: The main focus 
in currency markets this week will be on the 
French franc which came under strong selling 
pressure in the European exchange rate mechanism 
last week. The franc is now at the bottom of the 
ERM grid. More importantly, its divergence indica- 
tor. which is a technical way of measuring a curren- 
cy's value in the system, was registering minus 
71 percentage points on Friday night. When a 
currency fans to minus 75 percentage points it 
is generally assumed that ERM central banks 
will intervene in the foreign exchange markets 
to support the ailing currency. Currencies, Page 25 
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Visa plans small payments cross-border service 
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chart shows the member currencies of the 
onge rate mechanism measured against the 
test currency in the EMS 's narr ow 2J £ per 
fluctuation band. In practice, currencies m 
{arrow band cannot rise more than 2.25 per 
from the weakest currency in that part of 
ystem. The Spanish peseta and Portuguese 
1o operate with 6 per cent fluctuation bands. 

uomic union agreed: Belarus. Russia 
Ukraine, the three former Soviet republics 
■h created the Commonwealth of Independent 
is. have pledged themselves to a close economic 
n. Page 2; The shadow of G7 feast, Pag® 2 

slan roulette death: A former French 
y union international. Armand Vaquerin, 
himself dead while playing Russian roulette 
bar in the southern town of B&riers. 

nfman sales: The troubled business empire 
rolled by Toronto's Bronfman family is making 
ier disposals, selling its controlling interest 
msumers Packaging. Canada's biggest glass 

ainer maker, and a 50 per cent stake m a 

sh Columbia paper mill. Page 17 

it wins: Frenchman Alain Prost, in a 
ams-Renault, won the Bntish Grand Pro. 

I verstone to increase his lead in the world 
irs' championship. The other Wffliams j-tarmull 
•r Damon Hill of the UK. was forced to retire 
engine trouble when leading the race. 
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By John Gapper, Banking 
COfreSpoadent, In London 

VISA INTERNATIONAL, the 
credit card group, plans to 
launch a new service allowing 
individuals and s mall companies 
to make payments across borders 
in Europe next year, after testing 
the idea with a group of hanire in 
10 Countries this aut umn 
The Visa transfer system, 
which will compete with the 


Swift system established by 
European banks 16 years ago, 
comes amid signs of growing 
competition in the hitherto small 
market for low value cross-border 
payments. 

Visa is to use its existing data 
network that allows member 
banks to debit others for credit 
card payments. B anks will for 
the first time be able to credit 
accounts in other countries 
through the network, and so 


make cross-border payments. 

Individuals will be guaranteed 
safe transfer of sums from their 
own account to any other Euro- 
pean bank in the Visa network 
within six days. 

Charges and currency 
exchange rates will be set by the 
transferring bank. 

Visa will charge the transfer- 
ring bank for each transaction, 
and believes it can undercut 
transfer prices set by Swift for its 


network based in Brussels. Swift 
is working on plans to reduce its 
prices through bulk transfer of 
small sums. 

Banks have been under pres- 
sure from the European Commis- 
sion over high costs and long 
delays faced! by people attempt- 
ing to transfer money across bor- 
ders. The Commission believes 
this is hindering the development 
of the single market 

However, banks have started to 


compete more strongly for low 
value payments - defined by 
Visa as below Ecu2j>00 ($2,870). 
Although only 1 per cent of non- 
cash payments currently cross 
borders, this is expected to grow. 

Visa believes its transfer ser- 
vices will mainly attract individ- 
uals, but it also plans to gain 
business from small companies 
such as retailers making value 
added transfer tax refunds to cus- 
tomers in other countries. 


Mr Patrick Bowden, Visa's 
European marketing director, 
said the company believed there 
was “an excellent opportunity” to 
provide a cheaper, clearer and 
more reliable service than indi- 
viduals are currently offered by 
European banks. 

Mr Bowden said the Visa ser- 
vice would probably allow most 
payments to transfer within four 

Continued on Page 14 


Programme to focus on fight against poverty 

World Bank plans 
to halt decline in 
quality of projects 


By George Graham 
in Washkigton 

THE WORLD BANK will today 
unveil a strategy to overhaul its 
management priorities and halt 
an alarming decline in the qual- 
ity of projects in its loan 
portfolio. 

The move is in response to a 
growing debate over the effec- 
tiveness of the world's multilat- 
eral development banks, the US 
in particular pressing for more 
effective use of its contributions. 

Executive directors represent- 
ing the Bank’s shareholder coun- 
tries agreed last week on a pro- 
gramme, entitled Next Steps, to 
remedy some of the problems 
highlighted last year by an laves- . 
tigative taskforce chaired by Mr 
Willi Wapenhans, a former senior 
Bank official. 

Representatives from the 
Group of Seven leading industrial 
nations rejected an earlier draft 
of the programme as inadequate. 
But during three days of board 
meetings last week the directors 
agreed that the document is now 
"as close as we are going to get”, 
in the words of one official. 

The programme, coupled with 


moves to Improve the transpar- 
ency of the World Bank’s 
operations by increasing disclo- 
sure and instituting an indepen- 
dent inspection panel, could have 
far-rea ching effects on the way 
the Washington-based develop- 
ment institution does business. 

Next Steps attempts to shift 
the World Bank's focus away 
from how much money it lends 
each year towards its mission to 
reduce poverty in the developing 
world, through changes in review 
processes and career incentives. 

There will in future be more 
emphasis on detailed country 
renews which will provide a 
framework for individual project 
loans. Promotions will also be 
based on how v.ell.. projects pet-. . 
form, and not. as in the past, on 
the number and size of loans 
negotiated by staff, 

“While commitment levels and 
the size of resource transfers can- 
not be ignored, the ultimate test 
of the Bank’s operations is the 
performance of Bank-financed 
programmes, including their 
long-term development impact on 
our clients and particularly on 
the poorest segments of their 
populations,” Next Steps says. 


The Wapenhans report 
revealed problems with fol- 
low-through on loans: the propor- 
tion of projects in the World 
Bank's $138bu portfolio showing 
big problems nearly doubled 
from 11 per cent in 1981 to 20 per 
cent a decade later. Projects were 
taking an average of 2% years 
longer to complete than Bank 
staff estimated at the outset. 

Environmentalist groups have 
criticised Next Steps fbr focusing 
too much on financial account- 
ability and too little on Improv- 
ing the actual development 
impact of the Bank's lending. 

Discussions on disclosure dur- 
ing last week's board meetings 
also made considerable progress, 
arh 'i final document will he pre*. 
pared over the summer. The cre- 
ation of an inspection panel has 
proved more controversial, bid a 
final paper is expected to be 
drafted by the World Bank’s 
annual meeting in September. 

Executive directors are leaning 
towards an appeals commission 
to respond to complaints from 
groups, such as local citizens, 
environmental and human rights 
groups, but insist the commission 
must be answerable to the board. 


Bosnia’s 

presidency 

supports 

federation 

By Laura Saber in Belgrade 

BOSNIA’S collective presidency 
said yesterday they had agreed 
on the oatline of a plan to create 
a federation out of the war-torn 
republic as the chief UN relief 
official warned that humanitar- 
ian operations in Bosnia were in 
jeopardy. 

“They [presidency members] 
agreed the constitutional 
make-up of Bosnia-Hercegovina 
should be along the lines of a 
federal state in which all citizens 
of three nationalities will have 
equal rights," said a statement 
read out by Moslem vice-presi- 
dent Rjup Gante after the talks 
in Zagreb, the Croatian capitaL 

The announcement, agreed 
after two days of debate, is likely 
to be rejected by Serb and Croat 
leaders, who have eagerly 
backed the republic's ethnic par- 
tition. 

The Bosnian plan rejects the 
principle of ethnic division and 
says provinces would have to be 
worked out on economic lines. 

Serb leaders at the weekend 
reiterated warnings that the 
Moslems will he left with “noth- 
ing" if they reject a three-way 
partition. 

Moslems have opposed the 
division of Bosnia fearing that it 
will leave them in isolated reser- 
vations that are not economi- 
cally viable. 

Most of the 10-member presi- 
dency have opposed the Serbo- 
Croat plan to partition the 


Continued on Page 14 


Finance ministers 
to hear UK defence 
over budget deficit 


By Lionel Barber In Brussels 

MR Kenneth Clarke, the UK 
chancellor of the exchequer, will 
today mount a defence against 
charges from his European Com- 
munity partners that the British 
government is overestimating the 
impact economic growth will 
have in curbing its £50bn ($75bn) 
budget deficit 

The charges are likely to sur- 
face at a meeting of EC finance 
ministers in Brussels today. Mr 
Clarke is due to present Britain's 
plans for bringing its economy 
into line with the criteria for eco- 
nomic and monetary union in the 
Maastricht treaty. 

However, some ministers may 
pull their punches to avoid fur- 
ther disharmony given renewed 
tensions in the European 
exchange rate mechanism and 
weakness of the French franc. 

The franc could face more pres- 
sure in the foreign exchanges 
this week as traders try to test 
the strength of Franco^rman 
monetary co-operation. 

Last week the Bank of France 
intervened to support the franc, 
but the operation failed to stop 
the French currency falling 
below FFr3.40 to the D-Mark, lit- 
tle more than 3 centimes above 
its ERM floor of FFr3.433. The fail 
mme as French short-term inter- 
est rates rose sharply- On Friday 
they were above German money 
market rates fbr the first time in 
nearly two months. 

If the franc's decline continues, 
the markets will be watching to 
see if the Bundesbank comes to 
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its rescue, allowing German mon- 
etary policy to be swayed by 
speculators, or whether it ignores 
the French currency's plight 

The European Commission 
makes no secret of its desire for 
the British pound and Italian lira 
to return to the ERM. Britain's 
floating exchange rate policy and 
the fact that it can expect higher 
economic growth in 1993 and 1994 
compared to its EC partners may 
have coloured debate over its 
“convergence” plan. 

During a recent meeting of the 
EC's secretive monetary commit- 
tee, comprised of senior Treasury 
and central bank officials from 
the 12 member states, several 
members challenged the UK gov- 
ernment’s contention that more 
than two-thirds of the budget def- 
icit was due to cyclical economic 
factors, and would therefore 
recede with economic recovery. 

Others complained UK fore- 
casts of a cut in the deficit from 8 
per cent of gross domestic prod- 
uct this year to 3.75 per cent in 
1997-98 still left the deficit above 
the Maastricht target of no more 
than 3 per cent 

The Ecofin meeting is also 
expected to discuss Commission 
plans to improve multilateral 
surveillance of member states' 
economies, possibly through com- 
mon rules for drawing up conver- 
gence plans; the Group of Seven 
summit in Tokyo; and a possible 
successor to Mr Jacques AttaK at 
the European Bank for Recon- 
struction and Development 

Editorial Comment, Page 13 
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UN inspection team flies out of Iraq 
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Iraq yesterday sustained its defiance of United 
Nations weapons inspectors by refusing to allow 
equipment at two missile testing sites to be sealed. 

A UN team led by Mark Silver, pictured in Bagh- 
dad on Saturday, spent less than 24 hours in the 


country before flying back to Bahrain after failing 
to persuade the Iraqi authorities to allow switches 
at the two sites to be sealed with wax. Iraq’s 
refusal brings closer the threat of a UN-backed 
strike against its military sites. Report, Page 4 
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Slav states pledge economic union 


By John Lloyd In Moscow 

BELARUS, Russia and 
Ukraine, the three former 
Soviet republics which created 
the Commonwealth of Indepen- 
dent States, have pledged 
themselves to a dose economic 
union designed to knit 
together once more their dev- 
astated economies. 

The agreement was 
announced at the weekend as 
waves made by the Russian 
parliament's decision on Fri- 
day to declare Russian owner- 


ship of the port of Sevastopol 
in the Ukrainian region of Cri- 
mea subsided, at least Cor the 
moment 

Ukrainian leaders appeared 
pacified yesterday by com- 
ments from Mr Boris Yeltsin 
on bis return from the Group 
of Seven summit in Tokyo. The 
Russian president said he was 
“ashamed** of the decision. 

The prime ministers of the 
three Slav states signed a “dec- 
laration on economic integra- 
tion'’ which commits them to 
an economic treaty by Septem- 


ber 1. This would sweep away 
both, formal and informal barri- 
ers to trade, permit citizens of 
all three countries to live, 
work and buy property in the 
others and propose new insti- 
tutions for developing a “com- 
mon economic space”. 

Mr Victor Chernomyrdin, the 
Russian premier, hinted that 
the agreement would go “much 
further" than mere economic 
union - a possible reference to 
a clause in the declaration 
which says that “the govern- 
ments proceed from the fact 


that economic integration can- 
not he effective in isolation 
without a wider, multilateral 
mutual action in the political, 
defence and legislative areas’*. 

However, the agreement 
faces a number of hurdles 
before it can be taken at face 
value, not least that It is one 
among many such declarations 
which have barely addressed 
the growing distance between 
the members of the CIS. 

It is only an agreement to 
agree - at the mercy of a wors- 
ening of relations between the 


states over the next few weeks, 
especially between Ukraine 
and Russia. 

The. union reunites the origi- 
nal signatories of the CIS 
agreement in December 1991 
but leaves out the other seven 
members, especially the Cen- 
tral Asian states of Kazakh- 
stan, Uzbekistan, Tajikistan 
anti Kyrgyzstan, all of which 
have clamoured to remain in 
the group. 

Mr Vyacheslav Kebich, the 
Belarussian prime minister, 
denied that the non-Slav peo- 


ples had been left “out in the 
cold” but the declaration itself 
specified “certain conditions'* 
which would be attendant on 
their joining the new “union 
within a union”. 

Mr Alexander Shofchin, the 
Russian deputy prime minis- 
ter, said that a condition of 
membership was that the par- 
ticipating states should not be 
members of any other such 
union. However, the Central 
Asian states have already 
formed their own “common 
market”. 


Russia lurks in the 
shadows of G7 feast 


By Leyfa Boulton In Tokyo 

RUSSIA emerged at last week's 
Tokyo summit as an intrusive 
but inevitable presence at 
Group of Seven gatherings as 
it struggles to switch from 
frightening superpower to mar- 
ket-based democracy. 

The bearish figures of the 
two Borises - President Boris 
Yeltsin and his equally tall 
finance minister, Mr Boris Fyo- 
dorov - stood out in sharp con- 
trast to their slight Japanese 
hosts in a vivid double act 
ffnrrihmiT(|T both the old and the 
new Russia. 

While Mr Yeltsin used his 
talent for plain speaking to 
push for better access to west- 
ern markets, the younger Mr 
Fyodorov reassured his west- 
ern counterparts they have a 
solid interlocutor who knows 
the details of what fhrther eco- 
nomic reforms involve. 

Mr Yeltsin, despite joking at 
a final news conference that he 
would not be allowed back into 
Russia if he returned the dis- 
puted Kurile Islands to Japan, 


did little to mend farces with 
Tokyo. But he said be was pre- 
pared to discuss the sover- 
eignty issue on a long-delayed 
bilateral visit in October. 

Western leaders, confirming 
more than $43bn in aid and 
loans for Russia, treated the 
Russian leader with a mixture 
of tact and caution. 

Mr Yeltsin was immediately 
invited to next year's G7 gath- 
ering in Naples. As President 
Bill Clinton put it, Russia was 
of crucial political significance 
even if it did not yet qualify to 
become a full member. 

The problems of other for- 
mer Soviet republics could not 
help but follow Mr Yeltsin to 
Tokyo. 

However, Mr Andrei 
Kozyrev, the foreign minister, 
was relaxed enough to talk, if 
only to comment on the vari- 
ous crises breaking out in the 
former Soviet Union. 

He announced, for instance, 
that Russia wanted United 
Nations peace monitors to help 
Russian troops impose a settle- 
ment on the southern republic 


of Georgia and separatist 
Abkhaz rebels accused of 
receiving support from Russian 
troops out of Moscow's controL 

This followed an appeal for 
humanitarian assistance sent 
to the G7 summit by Mr 
Eduard Shevardnadze, the 
Georgian leader, whom many 
G7 politicians know personally 
from his days as Soviet foreign 
minister. 

But most worrying was 
Ukraine, whose President Leo- 
nid Kravchuk asked the G7 on 
the eve of the summit not to 
forget economic assistance to 
the second most powerful 
republic after Russia. While Mr 
Yeltsin was in Tokyo, it made 
new threats not to give up its 
nuclear weapons as required 
by the Start 1 disarmament 
treaty which the US and Rus- 
sia wanted to ratify. 

In an attempt to make it feel 
less excluded, Presidents Clin- 
ton and Yeltsin said they 
would offer Ukraine a “trilat- 
eral deal” to encourage it to 
stick to earlier plans to become 
a nuclear-free state. 



Regional jostling ties up Yeltsin assembly 


John Lloyd looks at new wrangling over a constitution for Russia 


R USSIA’S constitutional 
convention starts a 
new session today that 
seems certain to continue and 
deepen the fissures in the 
country's power structure over 
the future form of the state. 

A new text of the constitu- 
tion has been produced in the 
last few days by the conven- 
tion’s working group, a copy of 
which has been obtained by 
the Financial Times. 

Like its predecessors, it is 
replete with rights and free- 
doms for the citizens of Russia, 
and is careful in many 
instances to emphasise the 
break between the formal doc- 
uments of the Soviet era and 
the present-day intention to 
underpin the rights of a free 
people within a democracy. 

However, the contentious 
parts of the draft constitution 
are not, for most people - 
except the die-hard commu- 
nists who have their own docu- 
ment proposing a return to the 
dictatorship of the proletariat - 
the promulgation of human 


and civil rights. Instead, they 
lie in the competing powers 
and responsibilities of the fed- 
eral centres and the regions 
and republics within the Rus- 
sian federation. 

It is the republican and 
regional leadership that Mr 
Boris Yeltsin, the Russian pres- 
ident, relied on when he 
bypassed parliament to bring 
together the convention - 
largely made up of regional 
representatives. However, 
though this has, for the 
moment, shifted the struggle 
from a forum in which he 
could not hope to gain assent 
to one better disposed towards 
him, he now runs up against 
the jealousies and fears of lead- 
ers who are trying to safeguard 
their own and their peoples’ 
interests at a time when the 
centre seems to bring only 
inflation and taxes. 

The response of the republics 
and regions has been to 


demand more and more auton- 
omy. And, because earlier 
drafts favoured the republics 
over the regions (the republics 
marked ethnic territorial units 
reflecting the imperial nature 
of Russia's expansion in the 
19th century), the latter are 
now declaring themselves 
republics in order to claim 
extra rights. 

In the latest draft there has 
been a conscious effort to 
equalise the treatment of the 
"subjects of the federation'’. 

For example, a small inser- 
tion in one clause gives the 
regions and the republics the 
right to make “laws”„ the scope 
of which is not defined, while 
another allows the possibility 
of accession to the federation 
by means of a separate treaty 
- thus opening the possibility 
of bringing in Tatarstan, the 
powerful republic which has 
always demanded special treat- 
ment 


At the same time , the draft- 
ers believe, anomalies have 
been ironed out of the relation- 
ship between the president and 
the parliament - with the presi- 
dent in the superior position 
but with parliament having 
greater power than previously 
envisaged in initiating legisla- 
tion and in deciding on the 
composition of the govern- 
ment 

An earlier clause which 
appeared to suggest that the 
president was the highest 
court in the land has been clar- 
ified to read that he will seek 
to arbitrate in disputes 
between the centre and the 
regions, or between the regions 
themselves - but if he fails, the 
case will revert to the courts. 

However, the differences 
among the regions and repub- 
lics appear to be too great to 
enable agreement today, or in 
the near future. The republics 
resent being reduced to the 


level of the regions: the regions 
will tolerate nothing less: all 
resent the special status of 
Tatarstan. Mr Sergei Shak- 
harai, the deputy premier who 
has been the driving force 
behind the Convention on Mr 
Yeltsin’s side, said at the week- 
end that “we should adopt an 
interim constitutional agree- 
ment instead " - a view shared 
by Mr Sergei Filatov, Mr Yelt- 
sin’s chief of staff. 

See editorial 
comment, P.13 


The most likely timetable 
now appears to be that a two 
to three week period will 
elapse in which the regions 
and republics consider the 
draft and make their views 
felt; in the likelihood that no 
compromise will be possible 
a mong tbam, there should be 


an attempt to adopt an interim 
constitutional agreement and 
an election law, allowing elec- 
tions to a new parliament 
which - unlike the old Soviet 
era assembly - would have the 
credibility and the mandate to 
agree the legal basis of the 
state. 

Mr Anatoly Sobchak, 
the influential mayor of 
St Petersburg and himself a 
lawyer, said in an interview 
with the Interfax agency that 
elections should be held at 
every level so that the system 
can renew itself as far as 
possible and so that the legisla- 
tive assemblies across the Rus- 
sian land mass “reflect the 
true balance of forces in the 
country". 

With these forces still gath- 
ering and feeling their 
strength, unsure of their own 
and others' bruits, and inexpe- 
rienced in the interplay of 
democratic struggle - the con- 
stitutional process in Russia 
could be prolonged, perhaps 
dangerously so. 
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Russian ship tied up in 
web of creditors’ claims 


By Ronald van da Kroi 
in Ro tter da m 

FOR 13 months, the Russian 
cargo ship Kapitan Kanevskiy 
has been chained to the quay- 
side in Rotterdam harbour 
while lawyers argue in court 
about $4.4m in unpaid bills for 
the delivery of children's and 
women's clothing to the former 
Soviet Union. 

The ship, operated by the St 
Petersburg-based, state-owned 
Baltic Shipping Company, was 
impounded in June test year zn 
what Is believed to be the first 
seizure of Russian physical 
assets over a payments dispute 
with western creditors. 

The dispute is a minefield of 
complexities, raising difficult 
questions about the ownership 
of property and assets under 
the old communist system and 
whether they are applicable 
today. The details centre on 
the non-payment of goods in 
the crucial years 1990 and 1991, 
when the Soviet Union col- 
lapsed in chaos and gave way 
to the Commonwealth of Inde- 
pendent States. 

The case is arousing interest 
in the Netherlands, where at 
least 50 other companies with- 
out export credit insurance are 
waiting to be paid for FI 350m 
($185m) worth of goods sup- 
plied during- this period. 

Now the fete of the Kapitan 
Kanevskiy is starting to win 
attention abroad. 

Alfred C. Toepfer, the Ger- 
man commodities trader, filed 
a petition in Rotterdam last 
week asking for permission to 
“arrest” a ship of the Russian 
Federation as part of its dis- 
pute with the Russian authori- 
ties about non-payment for 


deliveries of cigarettes, per- 
sonal care products and other 
western goods in 1990 and 1991. 
No date has yet been set for 
the court's ruling. 

The lawyer for the plaintiff 
in the Dutch case, a small 
Amsterdam-based trading com- 
pany called Pied-Rich BV, 
maintains that the court battle 
could have implications for 

The proceedings 
raise questions 
about property 
rights under 
communism 


other non-Dutch creditors hold- 
ing Russian claims. 

“The Dutch laws on attach- 
ment are very liberal, meaning 
that a US company could have 
Russian property arrested in 
the Netherlands even if the 
claim, does not Involve the 
Netherlands." Mr Ton Steinz, 
of the Amsterdam law firm 
Steinz and Van der Veen, said. 

Pied-Rich’s dispute is not 
with its Russian customers or 
with the Russian shipping 
company but with the Russian 
state. It says the former Soviet 
Ministry of Merchant Marine 
guaranteed in 1990 it would act 
as the vehicle for paying the 
Russian customers’ bills. This 
was agreed as part of a wider 
arrangement whereby the 
Dutch company was commit- 
ted to finding cargo business 
for Baltic. 

When {4.4m in bills for 1990 
and 1991 were not paid, the 
Dutch company petitioned a 
Rotterdam court to have the 


Kapitan Kanevskiy, valued at 
some 816m. impounded in Rot- 
terdam harbour. The ship has 
been under “protective arrest" 
since June 14 1992. 

In court documents, lawyers 
for the Russian Federation 
accuse the Dutch company and 
its lawyers of abusing Dutch 
laws on property seizure and of 
attempting to use “blackmail" 
to get the Russians to settle 
their debts. 

They say the impounding of 
the ship has already cost the 
company Fit. 75m in direct 
costs as well as at least F13£m 
in lost revenue. 

The 13th lawsuit associated 
with the main legal case was 
heard in a municipal court last 
week. The proceedings turn 
partly on whether the ship can 
be considered Russian state 
property, raising a host of 
questions about property 
rights and leasing under the 
old co mmunis t system. 

The main legal case, which 
centres on whether the ship 
can be sold at auction if the 
debt is not repaid, is expected 
to drag on into 1994. 

A parallel arbitration case is 
pending in Moscow. 

Although it is being watched 
by other Dutch companies, the 
case cannot necessarily be 
“extrapolated" to those of 
other creditors, according to 
one industry observer who is 
familiar with other uninsured 
Dutch claims. He noted that 
the Pied-Rich dispute involves 
a particularly complicated, tri- 
partite payment system, as 
does the Toepfer case. 

“Other creditors prefer to fol- 
low the diplomatic route so 
that they don’t harm future 
trading relations," he said. 


Further arrest 
in Italy mineral 
water inquiry 


By Haig Simonian bi Mian 

ITALIAN police have detained 
Mr Ettore Fortuna, chairman 
of the country's mineral water 
industry association, on allega- 
tions of paying illegal political 
contributions. 

His arrest follows similar 
charges on Friday against Mr 
Bruno Mentasti. managing 
director of the popular San Pel- 
legrino brand, and Mr Giuhano 
De Polo, chairman of San Bene- 
detto, and the arrest this 
pinnth of Mr Carlo Violati, the 
former ch air man of the Ferrer- 
eHe brand. Mr Violati allegedly 
paid L200m (1130,000) to speed 
Health Ministry investigations 
into the quality of bis compa- 
ny’s water. 

The bubble burst for all four 
men after magistrates began 
interrogating Mr Giovanni 
Marone, the secretary of Mr 
Francesco De Lorenzo, the for- 
mer health minister. According 
to Mr Marone ‘s testimony, 
which has been widely leaked, 
Mr Fortuna paid about L250m 
to facilitate the introduction of 
new European Community 
mineral water standards into 
Italy. 

The arrests reinforce allega- 
tions that the Health Ministry 
was mu* of the most lucrative 


sources of funds for Italian pol- 
iticians. 

Mr De Lorenzo, who resigned 
in February after allegations of 
a jobs-for-votes scam in his 
native Naples, has since been 
told by magistrates he is under 
investigation for a string of 
alleged kickbacks and alleged 
illegal political contributions. 

Among those arrested so far 
following testimony from Mr 
Marone are a number of top 
drugs company executives and 
executives from some of Italy's 
biggest advertising and public 
relations companies. 

All are accused of paying 
kickbacks to the ministry to 
influence drugs policy or win 
business on Italy’s big anti- 
Aids campaign. 

• Mr Renata Marnetto, a for- 
mer finance director of the 
state-owned Eni energy and 
group, is reported to 
have told magistrates that the 
company paid $20xn to the Lib- 
yan government to prevent the 
foil nationalisation of its assets 
in the 1970s. 

The allegations, which come 
from normally reliable leaked 
testimony, claim the money 
was paid to Mr AbdessaLam 
Jallud, second in command to 
Libya’s leader. Colonel Muam- 
mer GadafiL 


Balladur bonds 
success is ‘vote 
of confidence’ 


By David Buchan in Paris 

FRENCH Prime Minister 
Edouard Balladur yesterday 
confirmed that his special bond 
issue. linked to privatisation 
and designed to promote eco- 
nomic recovery, had brought 
in FFrllObn ($19 ^bn) or nearly 
three times its target 
“A few months ago, the 
French, gave us their votes,” 
Mr Balladur said in reference 
to h is March election victory, 
“and today they are entrusting 
us with their money.” He 
claimed that the threefold 
oversubscription of the loan 
was “an exceptional sign of 
confidence” in the government 
But the feet that the “Balla- 
dur baud” issue has brought in 
for more money than any pre- 
vious state borrowing is also 
due to its special advantages. 
These give subscribers prefer- 
ence in buying shares in com- 
panies which are to be priva- 
tised from this autumn, and 
enable them to switch from 
money market funds into tax- 
free share savings plans. 

So, although the four-year 
Balladur bonds carry an inter- 
est rate of 6 per cent a year. 


the real cost to the state - and 
corresponding advantage to 
the bond’s subscribers - is put 
by analysts at 7 per cent or 
more. 

The original target for the 
bond issue had been set at 
FFr40bn. In an interview yes- 
terday with Journal de 
Dimancbft, the prime minister 
said be would use the “sur- 
plus" of some FFrTObn to “sup- 
port business activity and to 
reduce the public debt”, for 
example by repaying compa- 
nies the value added tax 
refund they are owed by the 
state more quickly. This speed- 
ier VAT refund had already 
been announced by the govern- 
ment, however. 

The prune minister said the 
band issue's success and the 
lowering of interest rates had 
both safeguarded the state’s 
welfare system and held the 
prospect of lower unemploy- 
ment in coming months. It was 
therefore time, he said, for the 
French to stop worrying about 
the future by spending less and 
saving more. “They should 
realise that precautionary sav- 
ing is now less necessary and 
that they can consume more.” 


Spanish judge again 
rejects KIO plea to 
try ex-chairman 


By Peter Bruce in Madrid 

SPAIN’S senior financial 
crimes judge has for the third 
time this year rejected efforts 
by the Kuwait Investment 
Office to open criminal pro- 
ceedings against the former 
chairman of the KIO, Sheikh 
Fahad Mohammed A1 Sabah, 
and the former management of 
the KIO’s troubled Spanish 
industrial investments. 

The KIO claims that it lost 
all $5bn invested in Spain in 
the mid-1980s because of mis- 
management and that up to 
$S00m of this was stolen. The 
judge, rejecting a new KIO writ 
on Friday, said the Kuwaitis 
had produced no new evidence 
and there was no evidence in 
the writ of criminal conduct. 
The KIO win appeal, for the 
second time. 

The tortuous efforts of the 
KIO to get an investigation 
opened in Spain coincide with 
indications that a civil writ 
issued against many of the 
same defendants in London is 
also likely to become bogged 
down in arguments over juris- 
diction. While the KIO is head- 
quartered in London, most of 
the allegedly criminal behav- 
iour by former Kuwaiti and 
Spanish managers took place 
in Spain. 

The new rebuff for the KIO 
to Spain comes alongside pub- 
lication of a Kuwaiti parlia- 
mentary investigation into the 
KIO’s big losses in Spain, in 
which a senior KIO nffirfa l is 
quoted as saying be was told in 
1990 by Sheikh Fahad not to 
speak of a secret transfer of 
5300m from Spain to secret KIO 
accounts as the money was 
being used to make “political" 
payments. i 


The transfer occurred during 
the Iraqi invasion of Kuwait, 
when the emirate was looking 
for international support to 
help eject the invaders. While 
the position of the Kuwaiti 
government is that no funds 
were used to make political 
payments and that the money 
was, indeed, stolen, the parlia- 
mentary commission report 
says It could not find a good 
explanation as to why it had 
been decided to make criminal 
charges in Spain and civil ones 
In the UK. it recommended 
that the KIO drop its tradi- 
tional legal advisers, Stephen- 
son Harwood. 
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NEWS: INTERNATIONAL 


s ex £ ected to ease, but eas t coast heatwave adds to weather problems 

US flooding 
disaster 


US-Cuba phone links 
could mean softer line 

A T first glance, relations expect the new guidelines to House recently voted to kill 
between Cuba and the allow Cuba to take some of the (trading for TV Marti, the US-fi- 
US have rarely been revenue from the telephone nanced propaganda station 


By George Graham 
in Washington 

THE US government yesterday 
declared 44 more Missouri 
counties disaster areas, adding 
to the six-state area In the 
upper Mississippi basin that 
has been devastated by weeks 
of rain and. floods. 

While weather forecasters 
predicted the rain would 
slacken over the next few days 
in the upper Midwest, Mr 
Elbert Joe Friday, director of 
the National Weather Service, 
warned there was now so 
much in the river basins that 
flooding could last for weeks. 

“It could very well go toward 
the end of August," he cau- 
tioned yesterday. 

The heavy rains have soaked 
acres of farmland and driven 
the Mississippi to levels that in 
many locations surpass the 
peaks recorded in the 1973 
floods, the most devastating in 
recent memory. 

Flooding has also closed the 
water purification centre in 
Des Moines. Iowa, depriving 
250,000 people of dean water. 

At the same time, the east 
coast of the US is caught by a 
heatwave. A week of tempera- 
tures above 95 degrees has 
taken more lives so far than 
the flooding in the Midwest 


At St Louis. Just below the 
Mississippi's junction with the 
Missouri, floods are expected 
to crest at 45 feet this week 
higher than the 43.3 feet peak 
recorded in 1973. River flow at 
St Louis is expected to reach 
lm cubic feet per second. 

The great floods of 1844 are 
believed to have reached a flow 
of 1.3m cubic feet per second, 
but the destruction they 
caused was much less. 

Some critics say developers 
have invited disaster by build- 
ing in the flood p lain instead 
of up on the river bluffs as in 
the past. Efforts by the Army 
Corps of Engineers to control 
flooding with a programme of 
dams and levees may only 
have worsened the situation by ■ 
confining the Mississippi 
within a narrower channel. 

“Rivers are supposed to 
flood. You cannot control a 
river the volume and the size 
of the Mississippi,” comments 
Ms Susie Wil kins of American 
Rivers, a Washington-based 
conservation group. 

Other critics say the federal 
government has exacerbated 
the problem by not enforcing 
planning restrictions to divert 
development away from the 
riskiest areas as a quid pro quo 
for the cheap insurance it has 
provided since 1968. 



Kansas City business owners survey damage after Friday night brought seven more inches of rain 


Search for new NY Fed chief near end 


By Patrick Harverson in New York 

THE successor to Mr Gerald Corrigan 
as president of the Federal Reserve 
Bank of New York, one of the most 
powerful positions in international 
finance, is likely to emerge this week. 

Mr Corrigan, who announced his deci- 
sion to step down in January, is due to 
leave on August 20. If the search com- 
mittee fails to make a recommendation 
at Thursday's monthly meeting of the 
bank's board of directors, it will have to 


wait until August 19. That would not 
leave enough time before Mr Corrigan’s 
departure for the confirmation of the 
candidate by the governors of the Fed- 
eral Reserve Board in Washington. 

Three names have emerged as front- 
runners for the post, which is second 
only to the Fed chairmanship in impor- 
tance in the US central bank system. 
But the selection process has taken lon- 
ger than normal. One observer with a 
close knowledge of the Fed said last 
week: “I heard that there was a real 


fight over this. Someone clearly had a 
rough time making- up their minds.” 

The front-runners are: Mr William 
McDonough. Mr Corrigan's number two 
in New York and the official responsi- 
ble for implementing Fed policy in the 
domestic bond market and foreign 
exchange markets; Mr Thomas Melzer, 
president of the Federal Reserve Bank 
of St Louis: and Mr Gary Stern, presi- 
dent of the Federal Reserve Bank of 
Minneapolis. Mr McDonough is tipped 
by most insiders to win the job. 


Others believed to have been consid- 
ered include Ms Karen Horn, chairman 
of Bank One in Ohio and former presi- 
dent of the Federal Reserve Bank of 
Cleveland; Mr David M ullins , vice-chair- 
man of the Federal Reserve; and Mr 
Richard Syron, president of the Federal 
Reserve Bank of Boston. 

in the past, the New York Fed presi- 
dent has played a key role in helping 
the financial system survive crises, 
including the October 1987 stock mar- 
ket crash. 


A T first glance, relations 
between Cuba and the 
US have rarely been 
icier Cuba's devastated econ- 
omy Is driving more people to 
flee the country, leading to 
more shootings by Cuban bor- 
der guards and a Surry of dip- 
lomatic protests from the US. 

“Because things are so des- 
perate in Cuba and more peo- 
ple think the end is at hand, 
there have been more incidents 
that could provoke tension,” 
comments Mr Ernest Preeg, 
former chief economist at the 
US Agency for International 
Development and author of a 
recent study on Cuba's eco- 
nomic prospects once the US 
trade embargo is lifted. 

A State Department spokes- 
' man last week criticised 
Cuba's “barbaric” attacks both 
on US-registered boats trying 
to pick up refugees and on 
swimmers trying to reach asy- 
lum in the US Guantanamo 
□aval base, on the island's 
southeastern coast 
This drew a sharp rebuttal 
from Mr Roberto Robaina, 
Cuba's foreign minister, who 
called the US complaint “an 
infamy, a provocation and, at 
the very least, a shameful lack 
of seriousness”. 

Telecommunications 
between Cuba and the US are 
also at one of their worst levels 
in years: last year's Hurricane 
Andrew destroyed AT&T's 
microwave links from south 
Florida and Cuba has now 
sharply cut the volume of US 
calls it will allow to be routed 
through Italy. 

However, the US State 
Department is preparing new 
guidelines that could greatly 
ease telephone links with Cuba 
and mark a step along what 
some Cuba experts believe 
might turn out to be a path 
towards warmer relations. Sig- 
nificantly, some AT&T officials 


expect the new guidelines to 
allow Cuba to take some of the 
revenue from the telephone 
calls, instead of freezing it all 
in an escrow, as happens 
today. 

Also indicative of a thaw has 
been President Fidel Castro's 
recent decision to allow some 
prominent dissidents to travel 
abroad, while last month, in a 
move that could have 
far-reaching economic conse- 
quences. he asked the national 
assembly to consider legalising 
use of the dollar in Cuba. 

Congress is 
starting to listen 
to more 

moderate Cuban 
voices, reports 

George Graham 


US Cuban policy has always 
been dominated by an argu- 
ment over whether to use 
threats to finish the work of 
the trade embargo and topple 
the Castro government, or 
incentives to bring about 
change more quickly. 

In political terms, the former 
school of thought, expounded 
by the Cuban-American 
National Foundation, a well-fi- 
nanced Miami exile group led 
by Mr Jorge Mas Canosa, has 
always dominated. It still com- 
mands a dear majority in Con- 
gress, but has lost some of its 
strongest supporters, such as 
Mr Dante FascelL the Florida 
congressman who chaired the 
House of Representatives for- 
eign affairs committee until his 
retirement this year. 

Members of Congress have 
started to listen to some of the 
more moderate voices in the 
Cuban exile community. The 


House recently voted to kill 
funding for TV Marti, the US-fi- 
nanced propaganda station 
beamed to Cuba and closely 
aligned with Mr Canosa. 

The new administration does 
not appear to have developed a 
dear Cuba policy yet During 
the election campaign, Mr Bill 
Clinton took an even tougher 
line on Cuba than President 
George Bush, but his appoin- 
tees include some wbo have in 
the past favoured more dia- 
logue with Cuba. 

Telephone links are one area 
where the two camps agree. 
The Cuban-American National 
Foundation, which in general 
opposes any easing of the 
embargo, backs easier and 
cheaper telecommunications, 
and this measure was included 
in a bill passed last year which 
otherwise sought to tighten the 
economic noose an Cuba. 

Demand for phone links 
among the Cuban exile com- 
munity is high. Even before 
the limited AT&T microwave 
link was destroyed by the hur- 
ricane. the company was able 
to connect only around 500,000 
calls out of 60m attempted 
each year. 

The cost of getting through 
to Cuba has risen sharply. 
AT&T says that if it could 
serve the island directly, its 
charges would average 81.55 
(£1) a minute; with the service 
via Italy cut to a trickle, many 
exiles now dial pirate services 
in Canada, at prices ranging 
from $3.50 to $7.50 a minute. 

Cuba prefers the Canadian 
links, because it receives a 
share of the revenue in the 
form of desperately needed 
hard currency. The restriction 
on AT&T's Italian traffic is 
seen as a bargaining ploy to 
weaken US insistance that all 
revenue go into the escrow 
account, which has an esti- 
mated $60m already. 


Last-chance talks for NY Post 


NEW YORE Governor Mario Cuomo was 
yesterday involved in last-ditch talks to keep 
alive the New York Post after Mr Rupert Mur- 
doch abandoned an attempt to buy the ailing 
newspaper on Friday, Martin Dickson writes 
from New York. 

Mr Murdoch, running the paper temporarily 
under a contract from the bankruptcy court 


ceased publication on Friday, saying the Post's 
U unions did not give him enough cost conces- 
sions to make the paper viable. 

However, Mr Cuomo was at the centre of 
attempts to revive the negotiations and some 
officials hoped Mr Murdoch might be tempted 
back if the unions gave further ground. 

See Observer 


Nigerian parties fall in line 

Politicians stand by man who created their jobs, reports Paul Adams 

M ILITARY coups have This is the fourth setback were upheld it would provide divisions among the partii 
ousted civilians from since 1990 to Nigeria's transi- an unsound basis for democ- trying to reach agreement ovi 
power twice in tion to democracy, which is racy after August. The NRC the weekend, with some SE 


SIEMENS 


M ilitary coups have 
ousted civilians from 
power twice in 
Nigeria's recent history but the 
annulment of last month's 
presidential elections may 
have deprived Mr Moshood 
Abiola of power even before he 
was sworn in to office. 

By co-opting both political 
parties. Mr Abiola's Social 
Democratic party {SDP) and 
the rival National Republican 
Convention (NRC), to back the 
idea of an interim government. 
President Ibrahim Babangida 
may succeed in overturning 
the mandate of the ballot box 
aided by civilian leaders. 

The manipulation of the 
June polls had provoked seri- 
ous divisions within the senior 
ranks of the military and mass 
protests on the streets of 
Lagos. 

When Gen Babangida threat- 
ened to dissolve all democratic 
institutions, self-preservation 
brought the civilian politicians 
into line. 


This is the fourth setback 
since 1990 to Nigeria's transi- 
tion to democracy, which is 
unlikely to reach completion 
by the August 27 deadline. Gen 
Babangida proposes to hand 
over to an unelected interim 
government which would be 
approved by the military 
regime. 

Except for an elected head of 
state. Mr Babangida has cre- 
ated every other democratic 
civilian institution during his 
overhaul of Nigerian politics 
and last week they came to his 
aid. 

Party officials, elected lead- 
ers of local and state govern- 
ments and members of the two- 
tier national and state assem- 
blies enjoy the status and priv- 
ileges of office while the stan- 
dard of living among most 
Nigerians is in sharp decline. 

In a speech broadcast at the 
end of June, the president said 
the elections, in which the SDP 
gained a clear majority, were 
so flawed that if the results 


were upheld it would provide 
an unsound basis for democ- 
racy after August. The NRC 
argued for fresh elections, 
which the SDP rejected. 

T hen came the ultima- 
tum: dissolution of all 
democratic institutions 
unless the parties agreed to 
co-operate with the govern- 
ment by Friday morning. From 
all over Nigeria, anxious politi- 
cians converged on Abuja, the 
federal capital, to talk to the 
government which had created 
their positions. 

“State governors were lobby- 
ing hard, late into Thursday 
night, to prevent their jobs 
being scrapped,” said a federal 
government adviser in Abuja- 
The parties agreed to form 
an interim government pro- 
vided that “democratic institu- 
tions remain in place” and sub- 
ject to agreement on “ the 
composition and tenure of the 
proposed government”. 
However, there were signs of 


divisions among the parties 
trying to reach agreement over 
the weekend, with some SDP 
members still calling the deal a 
sell-out and the NRC demand- 
ing parity with its rival. 

As be did after the annul- 
ment of the polls, Gen Baban- 
gida has summoned all his 
senior security service officers 
to Abuja before announcing 
his next move. 

The role of Mr Abiola is 
unclear. The Sultan of Sokoto. 
head of Islam in Nigeria, made 
a rare political speech last 
Thursday in support of him. 

The sultan is the foremost 
traditional ruler in northern 
Nigeria, where Mr Abiola as a 
southerner was expected to 
lack support. In the June polls 
the SDP won the majority of 
states in the north, including 
Kano, the home state of his 
opponent Mr Bashir Tofe. As 
Gen Babangida bad promised 
six years ago, Nigerian politics 
had produced a leader who cut 
across ethnic boundaries. 


Everyone's talking about 
mobile phones. 

We helped to invent them. 


Attractive remuneration and 
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going review of tfie business and offce and data processing 

services. 

Reporting io the Chief Executive, me candidate should be. 
o a professionally qualified accountant such as CA, ACMA, 

CPA, with 10-15 years of industry experience. 

o an expert in accounting, finance and business practices: 
o able to evaluate and interpret financtef dafa in a business 


o bilinguai - Arabic and English languages. 

If you match these requirements and welcome the chaltengi 
please write with full CV to: 


NAZI- K & BANAGA 
Certified Public Accountants 
P.(>. Box No. 6659, Jeddah 2Pb2 


THE WORLD’S FINEST TRADITIONAL 
MOTORYACHT 




Trie M/Y Massarrah [formerly Ultima II) at 257‘ (78.65m) is 
one of trie largesr private yachts in trie world. 

Swift at the Kure shipyards. Japan in i 960 this classic yacht 
has been superbly maintained and lovingly restored and 
now even surpasses her former glory. 

Equipped with modem communications systems designed 
with vast deck space and many day areas, the Massarrah is 
ideal for private use. corpora teen renaming or asa Presidential 
or State yacht 

Lying in the Mediterranean. Price on request. For further 
derails contact 

Mark Cavendish, Cavendish White, 

No:7, 39 Tadema Road, London, SW10 OPY 
Tel (44 711 352 6565 • Fax [44 71 J 352 6515 


Mobile phones give you a new 
sense of freedom - a freedom which 
is only worth its cost if you can 
depend on your terminal equip- 
ment. Siemens mobile telephones, 
made by European experts in the 
mobile telephone field, set new 
standards -12 network operators 
in 11 of the 18 European countries 
with mobile telephones have now 
decided in favor of Siemens digital 
GSM network technology. Our 
designs for the shape and function ■ 
of mobile telephones and our 
development in network technol- j 

ogy have been adopted worldwide, 

Today, this lead in know-how is V 

reflected in every Siemens termi- ‘ 
nal. It expresses itself in the range 
of functions and in convenience, 
reliability and service. There is a 
good reason why we have devel- 
oped and manufactured vital 
modules of our mobile telephones 
ourselves - the Siemens mark on 
the outside is the guarantee of 
quality inside. With quality you can 
depend on, why settle for anything 
less? Not every digital telephone 
network in Europe is from Siemens 
but with a Siemens terminal you 
can be sure of achieving maximum 
convenience and reliability. 

For example, the robust GSM 
portable or the compact GSM 
handheld with completely new user 
prompt functions. 

For more information, please contact: 
Siemens AG, GSM-Info Center, 
Postfach 234 MB, FT D-90713 Furth. 
Germany 


Siemens 

mobile telephones - 
the ultimate choice. 
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Clinton tough towards N Korea 
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AT TOE FROM" LINE; President Clinton is shown US defensive positions in the demilitarised zone between North and South Korea 


By John Burton In Seoul 

PRESIDENT Bill Clinton 
yesterday offered more sticks 
than carrots to North Korea to 
persuade it to accept full 
nuclear inspections, as he 
ended his visit to South Korea. 

With US and North Korean 
officials preparing to hold dis- 
cussions on the nuclear issue 
in Geneva an Wednesday, Mr 
Clinton and Mr Warren Chris* 
topher, the US secretary of 
state, reaffirmed that Pyong- 
yang must fully comply with 
international nuclear inspec- 
tions or face UN sanctions. 

"If we just stay strong and 
we stay resolute and we stay 
firm, we know that will work,” 
said Mr Clinton as he toured 
the demilitarised zone that sep- 
arates North and South Korea. 
“Eventually, we have to hope” 
that North Korea will take the 
sensible course.” 

“When you examine the 
nature of the American secu- 
rity commitment to Korea. . . 
it is pointless for them to try to 
develop nuclear weapons 
because if they ever use them 
it would be the end of their 
country." 

The president promised there 
would be no cuts In the num- 
ber of US troops in South 
Korea, now totalling 87,000, 
until the nuclear issue was 
resolved. 


Mr Christopher said in a 
meeting with his South Korean 
counterpart that any improve- 
ment in US-North Korean rela- 
tions would depend on the 
progress in inter-Korean ties, 
ruling out the possibility that 
Washington might separately 


recognise Pyongyang in 
exchange for its full accep- 
tance of nuclear inspections. 

The US has attached other 
conditions to better relations 
with North Korea, including an 
improvement in hnman rights 
and renunciation of terrorism. 


The US last month per- 
suaded North Korea to suspend 
its withdrawal from the 
nuclear non-proliferation 
treaty during high-level talks 
in New York. 

Mr Christopher said Wash- 
ington would not tolerate 


North Korea dragging its feet 
endlessly during the new 
round of talks. If no apprecia- 
ble progress was. achieved 
within a resonable period of 
time, the nuclear issue would 
be referred to the UN Security 
Council for action. 


UN team 


Attacks on Israel 


flies out 
of Iraq 

By Mark Nicholson in Cairo 

IRAQ yesterday sustained its 
defiance of United Nations 
weapons inspectors, and 
brought closer the threat of a 
UN-backed strike against its 
mili tary installations, by ref- 
using to allow UN expats to 
seal equipment at two mtvrfle 
testing sites south of Baghdad. 

A UN team led by Mr Mark 
Silver, a US weapons special- 
ist, abruptly flew out of Bagb- , 
dad yesterday after failing to <. 
persuade the Iraqi authorities 
to allow switches at the two , 
sites to be fixed down and 
sealed with wax. 

Mr Silver’s three-member 
team spent less than 24 horns 
in Iraq and left the moment it 
derided the Iraqis would not 
bodge. 

“I was not allowed to do 
what I went in for, and that Is 
why I came out Immediately,” 
Mr Silver told reporter s soon 
after arriving back at UN 
headquarters in Bahrain. 

Hie team’s failure to accom- 
plish its task is certain to 
prompt a renewed collision 
between the UN and Iraq and 
raise the possibility of a mili- 
tary strike against the two 
sites. 


blamed on Syria 

t-rael yesterday blamed Syria for an upsurge in attadcsby 
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escalation of artillery different treatment 

soldiers “This escalation requires amerenr 

40,000 troops in Lebanon, yesterday 
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peace process. 

Mubarak backed for re-election 

Egyptian President Hosni Mubarak yesterday won the backwgrf 

certainaa July 21. when It must formally endorse bis can^dature 
by a two-thirds majority. His nomination wfll then be 
refa enflnm in October, at which a simple majority will return 
him He won 97 JL per cent of the votes in October 1987. 

Clerics join Saudi cabinet 

Saudi Arabia's Eng Fahd has made two senior Moslem clerics 
cabinet ministers and ordered the setting up of an Islamic guid- 
ance ministry. Renter reports from Dubai. 

ghpivh Abdel Aziz Bin Abdullah Bin Baz, a member of the 
influential Higher Council of Ulema, was named president of the 
council, a position that wffl now carry ministerial rank. 

The decree also named Sheikh Bin Baz as the General Mufti of 
amMo tha f-mmtru’c most senior religious post. 


FT writers examine the differing perceptions in the US and Japan on the future of the framework trade deal 

Tokyo claims advantage in Clinton sees new dawn in relations 
numerical targets battle 


By Charles Leadbeater 
ki Tokyo 

JAPANESE officials yesterday 
presented the weekend trade frame- 
work agreement with the US as a 
turning point, mainly because they 
believe it marks the first success of 
a more assertive Japanese 
approach to the US. 

Japan will claim that it came ont 
best from the main dispute which 
has dogged the negotiations since 
they started in April: whether 
numerical targets should set goals 
for Japanese polities to open up its 
markets to imports and reduce its 
current account surplus. 

The Japanese approach on this 
issue marls a break with the past. 
In previous trade disputes, the Jap- 
anese have started by talking tough 
but eventually backed down. This 
time they started by publicly resist- 
ing numerical targets and did not 
back down when the US applied 
pressure. 

Japan will dflim that because the 
agreement does not explicitly men- 
tion numerical targets, it has won 
the day. The reality is that this 
central dispute over targets will 
continue, but on a different footing. 

Tokyo has successfully resisted 
US demands that it should set its 
economic polities with the target of 
hairing its current account sur- 
plus. 

However, this does not mean 


Japan’s powerful Finance Ministry 
has had it all Its own way. Mr 
Kiichi Miyazawa, the prime minis- 
ter, in spite of his weakness In the 
run-up to next weekend's elections, 
has forced the powerful bureau- 
crats to concede for the sake of the 
agreement 

The Finance Minis by had pro- 
posed saying that it would promote 
domestic growth, which would in 
turn “contribute” to reducing the 
surplus by increasing demand for 
imports. The wording of the agree- 
ment is substantially tougher than 
Japanese bureaucrats wanted. 

The agreement says Japan will 
“actively pursue” strong and sus- 
tainable demand-led growth, which 
is “intended to achieve over the 
medium term a highly significant 
decrease in the current account 
surplus”. 

The short-term implications for 
Japanese fiscal and monetary pol- 
ity are clear. 

The upheaval in Japan’s political 
system means that for weeks, if not 
months, the politicians wfll not be 
in a strong enough position to force 
the Finance Ministry to consider a 
further shot of government spend- 
ing to revive the economy. 

But the likelihood of a further 
pump-priming package in the 
autumn or early next year is now 
much higher. As fiscal policy is so 
politically constrained, in the short 
term the agreement will increase 


pressure on the Bank of Japan for a 
further cut in interest rates, which 
are at an record low of 2S per cent 

Japan has also resisted numerical 
targets for policies to open the 
domestic market to imports, espe- 
cially vehicle parts, high technol- 
ogy goods and financial services. 

The agreement says polities to 
open markets will be assessed 
using sets of “objective criteria”, a 
phrase introduced to the talks by 
the Japanese. The content and role 
of these “criteria” is almost certain 
to be the subject of farther rows 
between the two sides. 

The US has backed down from its 
earlier call for Japan to accept as a 
goal a 33 per emit Increase tax its 
imports of manufactured goods 
over the next three years. The 
agreement does not commit Japan 
to making sure a share of its 
domestic market in particular sec- 
tors, such as automotive compo- 
nents, is taken by foreign products. 

The Japanese did not get every- 
thing they wanted. Tokyo wanted a 
US comnntment that the “criteria” 
would not be interpreted as targets. 
The US has resisted this demand, so 
it Is open to Washington to try to 
turn tiie criteria into goals to guide 
Japanese import promotion policy. 

So the framework does not settle 
tiie centra] dispute about whether 
targets should be used, it merely 
puts tiie argument on a different 
footing. 


By Jurek Martin In Seoul 

“THIS is the rules of the gamp, not 
the game itself,” insisted Mr Bow- 
man Cutter, deputy head of the 
White House’s national economic 
council- Reading from the same 
book, Mr Roger Altman, deputy 
Treasury secretary, pronounced: 
“It’s an agreement about the rales, 
now we get to play the game.” 

The rules referred to are the new 
US-Japan negotiating framework to 
resolve bilateral issues announced 
with some fanfare, after all-night 
bargaining, in Tokyo on Saturday 
morning. 

Both men. along with other US 
officials speaking privately, contend 
that the agreement, stamping the 
seal on President Bill Clinton's per- . 
formance at the Tokyo' Group of 
Seven summit marks-a-new dawn 
in US-Japan relations in which the 
economic and co mm ercial compo- 
nents assume, as the president 
wanted, a far more important 

dimension 

The “framework” agreement for 
subsequent negotiations is precisely 
that. It does not establish precise 
goals for shifts In Japanese macro- 
economic policy, nor does it lay 
down criteria by which sectors of 
the Japanese economy can be made 
more open to US goods and ser- 
vices. and by extension to those of 
other countries. 

But in tough language it lays oat 
a negotiating timetable for these to 
be achieved and it commits Japan 
to making what the agreement rails 


highly significant macro and micro 
economic policy changes. As such, 
in the US view, it places Japan 
under a far tougher obligation than 
all previous attempts to settle bilat- 
eral disputes. 

On the macroeconomic side, the 
compact envisages mutually sup- 
portive policies whereby the US 
seeks to reduce its budget deficit 
while Japan aims to cut its global 
current account surplus. 


At its current level of about 
$130bn (£86bn), Japan’s global cur- 
rent account surplus is equivalent 
to just over 3 per cent of GNP. The 
US envisages that this can be 
reduced, mostly by appropriate fis- 
cal polities, to the target zone in 
“four to five years”. 

The unstated US agenda is that 
Japan should accomplish this less 
by its traditional method of front- 
loading public works spending and 
more by income tax cuts. While it 
may seem ironic for an administra- 
tion that is proposing one of the 
largest tax increases in US history 
at home to press the reverse course 
on Japan, the US view is that this is 
the most effective means of generat- 
ing the sort of consumer-led 
demand in Japan that will suck in 
imports. 

What all this might do to the 
bilateral Japanese trade surplus 


with the US - $50bn last year and 
rising fast - has not been made 
explicit A recent estimate by the 
Washington-based Institute for 
International Economics contends 
that a cut to around $40bn is the 
most optimistic outcome over a few 
years. 

Much may depend on another, 
more controversial, aspect of the 
agreement - its insistence on 
greater sectoral access for imported 


products and services. The agree- 
ment maVi>s no mention of numeri- 
cal targets as such. However, it does 
accept that multiple criteria should 
be used to accept progress in open- 
ing Japanese markets. The US will 
want to use these criteria to set 
goals for polity, something the Jap- 
anese will resist 

Agreements In priority areas are 
to be reached over the next six 
months and ratified when the US 
president an d the Japanese prime 
minis ter meet early next year, with 
the balance to be settled at a second 
get-together next July. 

After two years both governments 
will decide whether to extend this 
framework agreement beyond the 
autumn of 1995. 

The five principal components of 
the sectoral access deal coven 
• Japanese government procure- 
ment, particularly in relation to 


purchases of foreign computers, 
supercomputers, satellites, medical 
technology and telecommunica- 
tions. 

• Regulatory reform, covering 
financial services, insurance, the 
distribution network and competi- 
tion policy. 

• “Other major sectors”, particu- 
larly cars and car parts. 

• Economic harmonisation, 
addressing issues affecting two-way 
foreign direct investment, including 
intellectual property and access to 
technology. 

• Implementation - the monitor- 
ing of existing and future agree- 
ments. 

The US team, led by Mr Cutter 
and Mr Altman and with substan- 
tial contributions from other trea- 
sury and trade officials, did not nec- 
essarily expect to conclude an 
agreement in Tokyo, especially with 
the Japanese elections just over a 
week away. The Japanese, they 
report, were particularly tough on 
the question of exemptions from US 
trade laws. 

They may hang tougher still as 
the sectoral negotiations get seri- 
ous, which is why the US reserves 
the right of retaliation under exist- 
ing trade regulations. Mr Clinton 
may have made a powerful general 
case in Tokyo in identifying what 
he saw as the common cause 
between Japanese consumers and 
American workers but tiie appeal of 
that cause may fade as tie two 
sides finally take to the field under 
the new “rules of the game”. 


It’s an agreement about the rules, now we 
get to play the game - Roger Altman 
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The looming crisis in industrial country public debt 


What cannot continue win not do so. The 
accumulation of public sector debt by the 
governments of the industrial countries 
will have to stop. The question is how will 
it be stopped and when. 

Over the past quarter century, the ratio 
of aggregate gross public debt to gross 
domestic product in OECD countries bas 
risen from a little under 40 per cent, to 68 
per cent (see chart). In only two brief 
periods has the ratio fallen: during the 
inflationary economic expansion of the 
early 1970s and again during the expan- 
sion of the second half of the 1980s. 

Unfortunately, the rise in the debt ratio 
during recessions has more than offset the 
paltry declines during the expansions. No 
wonder the June OECD Economic Outlook 
remarks wryly on the need to avoid “the 
kind of mistake made in the late 1980s 
when some of the unexpected buoyancy of 
public revenues associated with above- 
average growth was used to reduce tax 
rates rather than to ensure greater fiscal 
consolidation and to reduce debt” 

True, net public debt is not as daunting 


as gross public debt for 1994 the OECD 
forecasts the former at 39 per cent The net 
debt ratio has not risen as much either, by 
9 percentage points between 1984 and 1994, 
against 14 percentage points for gross 
debt But the trend is similarly adverse. 

Of the seven industrial countries whose 
heads of government met in Tokyo last 
week, only Japan had managed a signifi- 
cant improvement in its public debt pos- 
tion between 1984 and 1994. Belgium and 
Italy already have outstanding net public 
debt greater than their GDPs. Particularly 
important, in view of the country's size, is 
the US deterioration, from a net public 
sector debt ratio of 24.9 per cent in 1984 to 
the 40.7 per cent forecast for next year. 

High real interest rates put all debtors, 
including governments, on a trea dmill. 
Since the beginning of the 1980s, long-term 
real interest rates have averaged between 
4 and 7 per cent, says the OECD, with 
short-term rates little lower. In the stable 
1960s, by contrast, real interest rates were 
1 to 3 per cent Consequently, real interest 
rates have been well above underlying - 


rates of economic growth for a long time. 
Even though estimated long-term real 
interest rates have recently fallen, they 
remain higher than rates of economic 
growth, inevitably so during a recession. 

The OECD explains these high real 
interest rates by: 

• the fiscal and monetary policy mix , 
with fiscal deficits, in particular, averag- 
ing 3 per emit of GDP since the mid-1970s; 

• investor demand for a premium against 
inflation risk, particularly important in 
the early 1980s; and 

• the liberalisation and globalisation of 
capital markets. 

If real interest rates on public debt 
exceed the economy's likely growth rate, 
as they have recently done, governments 
must run a primary fiscal surplus - an 
excess of revenue over non-interest expen- 
diture - if the ratio of debt to GDP is to be 
kept stable. Should they run large primary 
deficits during a recession, they must run 
offsetting surpluses thereafter. The task 
ran be daunting. Mr Major’s government 
is now running a primary deficit of 5.7 per 


cent of GDP, This is two percentage points 
larger than the surplus in 1988. 

The danger is of a vicious circle from 
deficits to interest rates and back a gain, if 
. gove rnm e n ts fail to run large enough pri- 
mary surpluses, global real interest rates 
tend to .rise. As public debt increases, the 
fear of debt crises also pushes up risk 
premiums in interest rates. Unsurpris- 
ingly, Italy is the only major industrial 
country whose estimated long-term real 
interest rates, at 6 per cent, are above 
their 1980-92 average, despite recession. 

Governments that borrow in their own 
currencies do not default They inflate.- At 
present Investors are feeling tolerant 
towards most OECD governments; 
Whether they continue to do so depends 
less on whether current deficits are cych- 
ral or structural, which nobody knows, 
and rather more on when investors think 
they will end. Governments that expect 
creditors to be infinitely forbearing are 
due for a shock. 

Martin Wolf 


INTERNATIONAL ECONOMIC INDICATORS: PRICES AND COMPETITIVENESS 


Yearly figures am shown in hdac form with the common base year of 1965. The real exchange rate is an index throughout other quarterly and monthly figures show the percentage change over tha ccrrasponcSng period In the previous year and are positive (rises o tt aie he statsd. 
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Goldman urged to return Maxwell funds 

By Nonma Cohan 


By Norma Cohen 

GOLDMAN SACHS the 
US-baaed investment bank, has 
teen asked to return up to 
£56m to two pension schemes 

‘ Th ® request, made by two 
former Maxwell pension 
schemes, relates to transac- 
bfflis m 1990 in which Goldman 
Sachs acted as purchaser for 
shares in Maxwell Communica- 
tions Corporation from the 

BP plans 
sharp cut In 
ethylene 
production 

By Paul Abrahams 

BP CHEMICALS, a division of 
one of Britain’s largest compa- 
nies, intends to shut down 
nearly half its ethylene capac- 
ity at Bag Ian Bay in South 
Wales, removing about 150,000 
tonnes a year of the raw mate- 
rial from the European market. 

BP Chemicals claims the 
market in Europe for ethylene, 
the raw material for most plas- 
tics, is suffering from signifi- 
cant over-capacity, poor 
demand and low prices. 

The smaller of the compa- 
ny's two production “trams" at 
the Baglan Bay site, which 
have a combined capacity of 
330,000 tonnes a year, will not 
be restarted this autumn fol- 
lowing a maintenance shut- 
down in September. BP insists 


Britain in brief 


Mirror Group Pension Scheme 
and the Maxwell Communica- 
tions Corporation Staff 
Scheme. 

. 5 not clear on whose 
behalf Goldman Sachs was act- 
ing, but the shares were later 
repurchased by two Liechten- 
stein-based trusts controlled by 
Maxwell family interests. 

This is the first time Gold- 
man has been approached for 
payment in connection with 
the Maxwell family interests 
and their pension schemes. 


The requests have been made 
In letters to Goldman Sachs 
from the pension schemes, 
which are now seeking detailpH 
discussions. 

Goldman is not believed to 
have rebuffed the request 

The Mirror Group Pension 
Scheme last year filed a wzzt 
against five UK and interna- 
tional banks seeking about 
S87m for assets which it 
were wrongfully taken from 
the scheme. 

It is believed Sir John Cuck- 


ney, chairman of the trust 
which raises money for the 
Maxwell pensioners, is seeking 
talks with all banks against 
which the pension schemes are 
likely to pursue claims. 
According to testimony last 
autumn before the parliamen- 
tary select committee on social 
security, Goldman purchased 
the shares from the two pen- 
sion pension schemes but pay- 
ment was made to a third 
party, Bishcpsgate Investment 
Trust, a private entity which 


acted for the Maxwell family 
interests. 

Goldman Sadis has said it 
paid the funds to BIT under 
the Instructions of Mr Max- 
well’s son Mr Kevin Maxwell, 
who had been a trustee of both 
pension schemes at the time. 

It is believed that the request 
for the return of the assets is 
based on two key questions 
raised by both schemes; first, 
whether Goldman Sachs could 
be branded a “constructive 
trustee” with a specific duty to 


safeguard scheme assets, and 
second, whether it obtained 
formal authorisation from the 
full trustee boards of both 
schemes to act on instructions 
of individual trustees for cer- 
tain kinds of activities. 

Neither Goldman Sachs nor 
trustees to the two schemes 
would comment on whether 
there had been talks between 
them over the assets. Auditors 
have found 2440m missing 
from pension schemes con- 
trolled by Mr Robert MaxwelL 



ugzns ont at Baglan Bay: BP says plans to shot down almost half its ethylene capacity will not affect staff in Sooth Wales, one of Britain's jobless blacfcspots 


the shutdown will not affect its 
900 staff at the complex, one of 
the Largest employers in the 
South Wales region. 

The production line will be 
kept operable in case mar ket 
demand and prices improve. 

Mr Stephen Pettit, chief exec- 
utive of BP Petrochemicals has 
admitted the site is the divi- 
sion’s most marginal. However, 
it is reluctant to close the com- 


plex completely. The remain- 
ing train, with a capacity of 
about 180,000 tonnes will con- 
tinue to provide ethylene for 
downstream activities includ- 
ing ethanol, vinyl acetate and 
styrene. 

BP said the maintenance 
cycle for the larger train would 
be increased from three years 
to four years as part of a cost- 
cutting move. 


Most European ethylene 
manufacturers are not cover- 
ing their cash-costs because of 
poor prices. Two new com- 
plexes - Bp's 350,000 tonnes a 
year expansion at Grange- 
mouth, Scotland, and Eni- 
Chem's 360,000 tonnes a year 
plant at Brindisi, Italy - have 
taken European capacity to 
18J>m tonnes a year aggravat- 
ing the supply position further. 


The market is likely to 
worsen when BASF of Ger- 
many brings on a further 
600,000 tonnes a year capacity 
at Antwerp later this year. 

BP believes the European 
petrochemicals industry must 
adopt rapid decisive measures 
or face slow death. It has has 
specifically called on German 
manufacturers to cut capacity. 

Mr Pettit has argued that 2m 


tonnes a year of ethylene 
capacity has to be retired in 
Europe, and that German com- 
panies linked up to the ARG 
pipeline system should play a 
significant role in that reduc- 
tion. 

At the end of last year BP 
decided to close its 50,000 
tonnes a year b uta diene unit at 
Baglan Bay with the loss of 
about 40 jobs. 


BA faces dirty tricks questions I Thatcher backs EC referendum 


By Robert Peston 

MR BRIAN Basham, the 
former public relations adviser 
to British Airways who was 
sacked earlier this year for his 
part in the alleged dirty tricks 
campaign against rival carrier 
Virgin Atlantic, has launched 
a campaign to dear his name 
and embarrass Sir Colin Mar- 
shall, BA’s chairman. 

Mr Basham has submitted 
four questions for BA’s annua] 
meeting. In his submission, Mr 


Basham suggests that BA’s 
account of Sir Colin’s role in 
the dirty tricks campaign has 
been misleading. 

Although BA has admitted 
its use of computer data about 
Virgin passengers was wrong, 
the carrier has denied board 
involvement 

Mr Basham, says in his sub- 
mission, which has been sent 
to Sir Odin, that “it remains 
entirely implausible to me 
...that you could not have 
known” of the misuse of com- 


puter data. He also alleges 
that Mrs Gail Redwood, the 
company secreatry, offered her 
resignation after directors 
signed a disclaimer denying 
all knowledge of the alleged 
dirty tricks campaign. 

Mrs Redwood yesterday 
refused. comment. 

BA’s annual meeting will be 
held on Tuesday. The airline 
said the company had received 
questions from 2,000 share- 
holders, a third of which 
relate to the Virgin affair. 


By Ralph Atkins 

SPLITS in the ruling Tory 
party over Europe re-surfaced 
last night as Baroness 
Thatcher, the former prime 
minister, said she would back 
attempts to win a referendum 
on the Maastricht treaty. 

Baroness [formely Mrs Mar- 
garet] Thatcher, intends to 
speak when the House of 
Lords, Parliament's upper 
chamber, debates a referendum 
amendment on Wednesday. 


But yesterday she denied her 
intervention would amount to 
an attack on Mr John Major. 

It will be a furtherance of 
what I have believed in for a 
very long time," she said, 
adding that “never” sought to 
damage her successor. 

Government business man- 
agers are confident that her 
call for a referendum will be 
comfortably defeated. But 
there is more nervousness 
about debates, expected to be 
held on July 26. in the Com- 


mons and Lords on Maas- 
tricht’s social chapter. 

Mr Bill Cash, the Tory MP 
and prominent opponent of 
Maastricht, indicated yester- 
day he may vote for the social 
chapter in the hope of it 
wrecking the treaty legislation. 

Government business man- 
agers believe many Euro-scep- 
tics will be under pressure 
from constituency associations 
not to vote for the social chap- 
ter, which most Tories oppose 
more than the treaty itself. 


IT spending 

‘may be out 

of control’ 

Spending on information 
technology - telecommunica- 
tions, computers and software 
- rose by 9 per cent last year 
to about £4£bn and may be 
running ont of control, accord- 
ing to a study today by Price 
Waterhouse Management Con- 
sultants. 

Its latest annual IT Review, 
based on a survey of 1,000 
executives in the private and 
public sectors, found that bud- 
gets had overrun for the third 
year in succession. 

The latest increase contrasts 
with a rise of just 1 per cent 
forecast by the same execu- 
tives at the start of last year. 
It brings the increase over the 
last three years to nearly 50 
per emit, and underlines the 
difficulties facing IT execu- 
tives in controlling costs. 

Tabloid price 
war looms 

Mr Rupert Murdoch, the news- 
paper proprietor, has launched 
what could turn into a bitter 
tabloid circulation war in 
Britain by announcing a 5p 
price cut for The Sun, part of 
the News International stable. 

The move is designed to 
boost flagging popular newspa- 
per sales in the difficult sum- 
mer market and put pressure 
on The Sun's main rivals - the 
Daily Star and Daily Mirror. 
Mr David Montgomery, chief 
executive of Mirror Group 
Newspapers, said the Daily 
Mirror had no intention of 
responding. 

Gas charge 
claims denied 

British Gas has rejected alle- 
gations that the price 
increases for competitors 
using its pipeline, which it 
withdrew last week, would be 
reinstated after the Monopo- 
lies and Mergers Commission 


report on the gas industry due 
in three weeks' time. But it 
has not ruled out putting 
prices back up after a review. 

“Nothing is ready to go on 
the table; the price rises may 
be too high, too low or just 
right, but we will review 
that,” an official said. Some of 
British Gas’s competitors 
regard the company’s derision 
last week to withdraw price 
increases of up to 30 per cent 
as a cynical delaying tactic to 

remove an area of potential 
controversy before the MMC 
report 

Protest urged 
on aid funding 

Britain should suspend its 
£620m contribution to the 
International Development 
Association of the World Bank 
until it improves its poor 
record on aid, according to 
Friends of the Earth, the envi- 
ronmental group. 

Ahead of today’s debate on 
IDA funding in Parliament. 
FoE says that the IDA has a 
worsening record of project 
failure, and that many of its 
projects have had a damaging 
impact on the environment 

Agency work 
may be split 

The work of Companies House, 
the government's corporate 
information agency, may be 
divided between up to 12 pri- 
vate sector businesses, under 
privatisation proposals being 
considered by the Department 
of Trade and Industry. 

Responsibility for fining 
companies which failed to file 
accounts on time and selling 
the information they provide 
would be split between a 
series of competing registrars. 


Warning on 
governance 

The Stock Exchange is consid- 
ering publicising companies 
which fail to adequately 
explain reasons for divergence 
from the Cadbury code on cor- 
porate governance. 

Officials are discussing circu- 
lating periodic lists of compa- 
nies which have not complied 
with the code, which was pub- 
lished last December, and high- 
lighting individual accounts 
which do not include a state- 
ment. 
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ECONOMICS 


Further drop likely in inflation 


This is a busy week for 
economic indicators, particu- 
larly in the UK where data 
relating to May and June are 
due out 

The figures are likely to 
show that inflationary pres- 
sures remain tight, with fur- 
ther fails in average earnings 
and underlying inflation. Spe- 
cial attention will be paid to 
Thursday's unemployment fig- 
ures which may record their 
fifth successive monthly 
decline although even after 
four month-on-month drops, 
economists are not convinced 
that the jobless total has 
peaked. 

Further gains in UK manu- 
facturing output are expected 
for May. but they are likely to 
be more modest than in April, 
when output rose a strong 0.7 
per cent month-on-month. 

In the US, analysts are 
expecting encouraging reports 
on inflation. Sharp falls in 
crude oil, heating oil and 
tobacco prices are expected to 
push the overall level of pro- 
ducer prices downwards. 

The following are some of 
the week’s other economic 
hi ghlig hts and events. The fig- 
ures in brackets are the 
median of economists’ fore- 
casts horn MMS International, 
a financial information com- 
pany. 

Today: UK, June producer 
prices index - input (flat on 
month, up 7.3 per cent on 
year), output (up 0.2 per cent 


on mouth, up 4 per cent on 
year), excluding food, drink 
and tobacco (up Uo per cent on 
year). France, June CPI (up 0.1 
per cent on month, up 2 per 
cent on year). Spain, June 
unemployment rate (16.4 per 
cent). Belgium, EC finance 
ministers meet in Brussels to 
discuss Maastricht conver- 
gence criteria. Switzerland, 
Bank of Japan chief attending 
BIS wwwHug s until Wednesday. 
Canada, May department store 
sales (down 1.5 per cent on 
year). 

Tomorrow: UK. May manu- 
facturing output (up 0.2 per 
cent on month, up 3.1 per cent 
on year), industrial production 
(up 0-4 per cent on month). 
Spain. June CPI (up 0 j 2 per 
cent on month, up 48 per cent 
on year). Norway, June trade 
grahifling ships and oil plat- 
forms (NKr7.1bn). Germany, 
cabinet meeting in Bonn to 
pass 1994 budget draft. US, 
June PPI (down 0.2 per cent), 
excluding food and energy 
(unchanged), June Atlanta Fed 
Index; Johnson Redbook, week 
ended June 10. Japan, May 
machine orders excluding elec- 
trical and ships (up 3 per cent 
on year); June trade balance 
($i0Sbn surplus). 

Wednesday: UK, June RPI 
(np 0.2 per cent on month, up 
1.5 per cent on year), excluding 
mortgage interest payments 
(up 3 per cent on year). France, 
national holiday, all markets 
closed. US. June retail sales 


UK mamifacturiitt output 

Annute 96 change " 



(up 0.4 per cent), excluding 
cars (up 0.4 per cent), CPI (19 
0.1 per cent), excluding food 
and energy (up 012 per cent), 
real earnings; car and truck 
sales July 1-10. Canada, June 
lead indicators (down 0.2 per 
cent on month). New Zealand, 
Q2 CPL 

Thursday: OK, June unem- 
ployment (unchanged on 
month); May average earnings 
(up 4 per cent on year), unit 
wages (down 2.8 per cent in 
latest three months). Germany, 
Bundesbank council meeting 
in Frankfurt for *hp annual M3 
review. Sweden. June CPI 
(down 0.2 per emit on month, 
up 43 per cent on year), fin- 
land, June CPI (up 2 A per cent 
on year). US. initial claims 
week ended July 10 (335,000); 
state benefits week ended July 
3: May business inventories 


Cup 0.3 per cot); July Philadel- 
phia Fed Index; money supply 
for week ended July 5; June 
Ml. M2, M3- Canada, June CPI 
(up 0.1 per cent on month, up 
1.7 per cent on year), excluding 
food and energy (up 1.7 per 
emit on year). Japan, June WEE 
(down &5 per cent on month, 
down 3.2 per cent on year); 
May industrial production, 
shipments. Australia, May 
housing finance. New Zealand. 
April retail trade. 

Friday: UK June PSBR 
(£5.25bn). US, May merchan- 
dise trade deficit), mer- 

chandise exports ($38.4bn), 
merchandise imports ($47.4bn); 
June industrial production 
(down Qj. per cent), capacity 
utilisation (8L4 per cent); July 
Michigan sentiment prelimi- 
nary. Canada, May merchan- 
dise exports (up 0.7 per cent on 
month), merchandise imports 
(unchanged), merchandise sur- 
plus (CjL2bn surplus), manu- 
facturing new orders (down 0.2 
per cent on month). 

During the week: Germany, 
March trade halam-*» (DML7bn 
surplus), current acco unt 
(DM4bn deficit). June WPI (flat 
on month). Spain, June M4 (up 
6 per cent on year). May PPL 
Netherlands, May PPI; June 
unemployment rate (5.1 per 
emit). Switzerland, June trade 
balance (SFrSOOm surplus). 
Australia, Dun & Brads treet 
business expectations survey 
released. Reserve Bank of Aus- 
tralia release July b ullet in. 


PARLIAMENTARY DIARY 


■ TODAY 

Commons: OueaOora to National 
Heritage manfete ra . Attorney General and 
W Ovwaeas Davolopmant Aifrntntatratton. 
Finance Bfl, report. I nte rnational 
Development Association (Tenth 
Replenishment) Order. 

Lords: Road Traffic (Driving Instruction 
Disabled Parsons) BO. committee. 
Sappean CwmMi (Amendmen t) 
an, report. Food Protection OBiwgency 
Prahttttona} (Paralytic SheOflah Foioankig) 
orders. Criminal Justice (International 
Cooperation) Art (Enforcement at 
Overseas Forfeiture Orders) (Scotland) 
Amendment Order. Confiscation of the 
Prooeede of Drug Trafficking (Designated 
Countries and Territories) (Scotland) 
Amendment Order. 

Select oomnfttses: Defanos. Subject 
The Dockyard s . Witn e ss e s: Mr Mafoolm 
Bffldnd. de fe nce secratary. and MHstry 
of Defence Officials. 4.15pm 

I nf orm a tion. Subject: P e rt at ne nm y 
data and video network. Witnesses: Mr 
Jhi Rodda, dractor of flnanoe end 
administration, Mr RScfnud Morgan, 
computer officer, and Mr Andy 
Makepeace, perttamentary works 
tfrectorate. 5pm. 

■ TUESDAY 

Commons: Education questions. 3.15pm 
questions to the prime minister. Finance 


Bfl, remaining stages. Education (Assisted 

Places) (Amendment) Rsgrtattons. 
Partnerships end UnJhMad Companies 
(Accounts) Regulations. 

Lottie: European Comm mUte s 
(Amendment) BB. report Noise and 
Statutory KUsaice BK, second reading. 
S e l e ct co mm utes * : National Heritage. 
Subject the future of the BBC. Witnesses: 
BBC finance and Information te c hnolo g y, 
BBC network television. 1030am. 

Treasury and CM service. Subject the 
role of the riv& service. Witness: Mr 
Stephen Dante, financial secretey to 
the Treasury. 11am. Opposed BH 
Committee. British Waterways SH [Lords] 
■ WEDNESDAY 

Co rnu torn: Foreign Office questions. 
Debates opened by Opposition on 
Scottish tocsl gowamniartf and water 
and debt and trade development after 
G7 aunmit 

Lords: Euopesn Communities 
(AmerKknent) BB, repor t . 

S ele ct co u e n ftte ea : Environment 
Subject Energy efficiency in txtirSnga. 
Witnesses: AH Bister, Energy Systems 
Trade fiasnriifilnn 9.15m. 

Par ls man ta ry oomn feBa ns r for atfcrfiv- 
tstration. Subject powers, work and 
jiMsdction of the Ombudsmen. witness: 
Mr Warn Wekfegrave. oh en oafior of 
the Duchy of Lancaster. 10.15am. 


Fbretpi Affabs. Subject rotations 
between the UK and China. Witness: 

Mr A/asfsir Goodted. Ihrajgn office 
mMster. 10.30am. 

Trade and Industry. Srtjact 
competitiveness of UK iranufecUfffng 
Industry. Witnesses: officials item the 
competitiveness unit of DTI; Pr ofess or 
voas end Mr P Hanson. 10.30am. 

Employment Subject lha work at 
the Commi s sion for Redd Equality, 
witness: Mr Itet ma n O ua atey, chairman 
of Commfssfon for RecM EquaAty. 
4.15pm. 

Health. Stfeject London’s health 
aarvtos. Witnesses: London 
Implementation Croup. 4.15pm. 

PurDjmentary C u c nn f sai o n ei for 
admMaMlian. Subject the powers, work 
and jurisdiction of the Ombudsmen. 
WHnaaK Mr IMOem Reid, paffiamantery 
commissioner tor administr a tion. 4.15pm. 

Tteaeury and clvfi service. Subject 
the role of tha Bank of England. 
Wtnesses: Lord Young of Gratftharn end 
Mr Peter Morgan, director general, 
kmttuie of Directors. 4,15pm. 

European tegWatioa Subject flahartae. 
Wlbiesses: Mr Mchaai Jack. A^fcutture 
mHmr and Sk Hector Mono, Scottish 
Office minister. 4,30pm. 

Home affairs. Subject Racial attacks 
and harassment Witness: Mr Peter Lloyd, 


home office mlrfeter. 4.45pm. 

Science mid tec hn olo g y. Subject the 
routes through wNcfi the science base 
is translated Into Innovative and 
competitive technology. Witnesses: to 
be confirmed. 4^4Spm. 

■ THURSDAY 

Commons : Treasury questions. 3.15pm 
questions to the prime m in ister. Water 
Language BB, remaining stages. 
Appropriation (Northern Ireland) Order. 
Lords: Crofters (Scotland) BB. thW 
nesting. Scottish Land Court BIT. third 
reading. Rsfiways BB, courn fa te a. Sexual 
Offences BB, thM reading. British 
Nstionalfty (Hong Kong) (SrtectJcn 
Schema iA r nen d ment) Order. Hong Kong 
(British Nello na ityj (Amendment) Order. 

e ommlftBSi British Waterways &S JUnfeJ 
1030am. Crosarail 11am. 

■ FRIDAY 

Co mm on s: Debate on tacVfing frtoid 
and abuse ki socte security. 

Lords: Health Service CammiaBonars 
Bli. committee. Predation Service Bfl, 
committee. Pension Schemes Bfl. 
committee. Panakxi Schemes pi hetandl 
BB, co mmi tte e. Road Truffle (Driving 
Inotructlon by Disabled Pwsoraj BB, 
third reotfing. National Lottery BB. report 
Incumbents (Vacation of O a niffi cae) 
(Amendment Moesure. 


RESULTS DUE • 

US growth expected to boost TomKins 

O X . . . exoect anything definitive 


Tomkins, the UK conglomerate. 

Is expected to report profits of 
£ 1.74m and earnings of 13-8p in 
the year to May today. This 
compares with £132-Im and 12-Tp 
a year earlier. Growth is 
expected to have been driven 
by a stronger performance in 
the US and for the first time will 
Incl ude profits from Ranks Ho vis 
McDongall, toe milling and 
baking group It bought last year. 

MPI, the furniture group, is 
expected to report a fall in 
pre-tax profits today to about 


B43m, from £G6Jm last year. 
Analysts downgraded their 
profits forecasts at the half-year 
results in Jftmwr y, when MFT 

afto^EUa^Wednesday damaged 
nviCTimpr confidence. 

It also said sales had. been 
down year-cm-yBar In the first 
five weds of its 10 -week new 
year sale, which usually 
accounts for abont 30 per cent 

rS amvn al hirnn wr. 

The Rank Organisation 
announces half-year results on 


Thursday, with pre-tax profits 
expected to be at or befowlast 
year’s £94m- Some forecasts are 
as low as £8Sm, based on a 

poorer performance from KanK 

Xerox. 

The first half is not a good 
pri da to the performance of 
Rank's directly-managed 
businesses - such as hoMays, 
video duplication and bingo - 
where profits tend tocomairi 
toe second six months. More 


statements on current trading. 


Few expect anything definitive 

on toe group’s fbture 

relationship with Rank Xerox. 

Great Universal Stores, the 
ox's largest mail order company, 
which reports on l^jursdsy. is 

forecast to lflt pre-tax profits 
from £44L5m to brtween £465m 

and M70m. The dividend * 
expec ted to rise from 40 p to 43p . 

Analysts believe toe company 
will have bewffltedfhw* a 
increase in mail-order buying, 
while its mar ket share continues 
to rise. 
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CONFERENCES & EXHIBITIONS 


CONFERENCES 


JULY 21 

MAKING YOUR POINT AT 
WESTMINSTER 

CBI conference provides guide to latest 
cost effective methods of lobbying with 
speakers from both Houses, companies 
and mile associations. 

Contact Nicky Martin 
CB! Conferences 

Tel: 071 379 7400 F«c 071 497 3645 

LONDON 


JULY 23 

INTERACTIVE MEDIA 
IN RETAIL 

CBI/IMRG conference uses esse studies 
to consider successful ap pl ication s of this 
major development in 1990s retailing. 
Coosa Keren Acton 
CBI Conferences 

TeL 07 1 379 7400 Fas: 071 497 3646 

LONDON 


JULY 29 

CUSTOMER DRIVEN QUALITY 
CBl/MQA conference provides guidance 
for successful implementation of TQ 
programmes and using, case stndics, 
considers ways w fuDy achieve objecUves. 
CtnUd Karen Acton 
CBI Conferences 

Tel: 071 379 7400 Fax: 071 497 3646 

LONDON 


JULY-SEPTEMBER 
Pay and File 

Erast & Young will be holding Pay and 
FOe seminars around the country. 

For Further information please contact 
Jane McKern, Erast & Young on: 

071 931 4750 or lax do. 071 928 1345. 
Please caO wtth any queries. 

COUNTRYWIDE 


SEPTEMBER 1 

Winning Corporate Beauty 
Parades 

A one-day workshop for developing 
individual presentational s kill* related to 
the an of (vimting new business 00 a one- 
to-one or group basis. An experienced 
team of international trainer*, will conduct 
individual workshops. Fix includes course 
notes and video assessments, 

£185 plus VAT. 

Contact ASM Tel: 081 341 1222 

LONDON 


SEPTEMBER 13 

Critical Technologies for 
Europe: The 4th European 
Community Framework 
Programme for Research and 
Development 

Convened by The Royal Institute of 
International Affairs and PRBST 
(Programme of Policy Research in 
Engineering Science and Technology). To 
be held in Loudon. Enquiries: RHA 
Conferences, Chatham. House, 10 St 
femes* Square. London SWXY4LE 
Tel: 071 957 5700 Fox:D71 957 5710 

LONDON 


SEPTEMBER 15 
Tom Peters - Liberation 
Management 

The BBC in association with Hawksmere 
is proud to announ ce a major event - your 
dunce to bear Tom Peters' latest thinking 
live. If you're excited by the future, not 
traumatised by it, yooH be inspiied by 
TomPeten. 

Enquiries: Lynsey Roger- Hawksmere 
Teh 071-8248257 

LONDON 

SEPT 29/30 & OCT t 
The Health of Nations 1993 

Health of Nations: Demand, Cost A 
Efficiency cn policy bsaes and impact on 
providers, suppliers end investors, femes 
Watson, Raff Krebs and Lady O/mberiege 
address this International conference 
sponsored by Tbs Wall Street Journal 
Europe, medical, pharmaceutical, health 
care bodies, co nsu lta ncies and banks. 
Information: Gcyfbntm Ltd 
Teh 0225-466744 Roc 0225-442903 

EDINBURGH 


OCTOBER 

Invest in your evenings 

Loudon Business School's long- 
established evening 

for experienced managers and finance 
professionals start in October. The 
Corporate Finance and Investment 
Management programmes require 
attendance oo one evening per week and 
the Masters Degree in Finance requires 
two yean of part-time study. For details, 
call Janet Dobson oo 071-262 5050 or fax: 
071-7243317 

LONDON 


OCTOBER 4&5 
International Conference on 
Saudi Arabia 

Convened by The Royal Institute of 
InteracioRaJ Affairs sod sponsored by tbe 
Sand i -British Bank. To be held at 
Chatham House, London. Enquiries: RKA 
Conferences, The Royal Institute of 
International Affaire, Chatham House, 10 
Sr James’s Square, London SW1Y 4LE. 
Tel: 071 957 5700; Rue 071 957 5710 

LONDON 


OCTOBER 12 
Leasing: Legal, Tax and 
Accounting Issues 

New Code of Practice,- 55AP 21 sad 
FRED 4: cross border issues; Insolvency; 
sale and purchase of leasing companies. 
Essential for finance directors and 
marughtg directors of lessees and lessors; 
bankers, tax advisors, accountants. CPE 
7.5 points. CPD 3 hours. Contact: Lmdu 
McKay, IBC Tel: 071 637 4383 Fax: 071 
631 3214 

LONDON 

OCTOBER 12&13 
Retailing in the 90s 
The aim of (be meeting is to provide a 
high-level forum 10 review the 
opportu n i ties and challenges facing the 
industry, consider partnerships and 
customer needs as well as performance 
and profitability. 

Enquiries: Financial Times 
TeL- 071 -SIJ 9770 
Fax: 071-873 39750969 
LONDON 


OCTOBER 20-21 
Know Your Co m peti to r s 
Competitor Intelligence & Analysis lac. 
Benchmarking 

A practical two day semlnar/wortsfaop 
from the UK’s No I specialists. Practical 
case exercise, successful case studies. 
Guest speaker who is head of a major 
company's intelligence unit. 

Contact Patricia Doonard 
EMP Intelligence Service 
Tel: 071-487-5665 Rut 071-935-1640 
LONDON 

NOVEMBER 3 

Data Protection and Databases 

- A Legal Update 

How to carry on with your business; 
comply with Ihc regulations; fbcomluc an 
effective business strategy and anticipate 
the changes. Fur data protection, database, 
mrntgrtng, IT and direct nyril managers. 
CPD 5 hoars. Contact: Linda McKay, 
1BC, TeL* 071 637 4333 Fus: 071 631 
3214 

LONDON 

NOVEMBER 8&9 
A Practical Guide to US 
Reexport Controls 

Export licensing: commerce control list; 
reexports; defence trade controls: laws 
and regulations; licensing process*, 
technical data and software; protiferatico 
controls; compliance procedures. For 
high-tech, chemical and engineering 
companies. Contact: Linda McKay. IBG 
Td: 071 6374383 Fax: 071 631 3214 

LONDON 

NOVEMBER 12 & 19 
Annual Company Report 

FRS 3; Capital instruments: Off balance 
sheet finance; fair values M4A* related 
parties; U7TF and Review Panel; Cadbury 
and Oh Operating Finance Review. Over 
200 delegates to the 1992 conference. 
CPE 16 points. 
f iinv Afrmra Prtsrs. IBC. 

Teh 071 6374383 Fte 071 631 3214 

LONDON/EDINBURGH 


INTERNATIONAL 


SEPTEMBER 8&9 
World Motor 

Timed to coincide with the Frankfurt 
Motor Show, this biennial meeting will 
focus on challenges mud opportunities 
feeing European, US and Japanese motor 
aranufsetarers and examine bow the 
industry is responding to the current 
economic dimate. 

Enquiries: Financia] Times 
Tel: 071 814 9770 ftx: 071 873 3975/3969 
FRANKFURT 

DECEMBER 8-10 

Tbe Emerging Latin American 
Market 

FORBES Magazine and Council of Ihs 
Americas present The Emerging Latin 
American Market. Explore opportunities 
In private sector finance, investment and 
trade and meet with key go ver nmen t and 
business leaders. The conference is 
developed hr participation with ibe V.S. 
Department of Commerce, The 
International Finance Corporation and Tbe 
Beacon CoimriL 
Contact: Joan Hall, CMC 
Tel: 1-203 8324SQ0 Fax: 1-203 838J710 
USA 


UNIDO 



^ciceTe 


YINGKOU INTERNATIONAL 
INVESTMENT AND BUSINESS FORUM 

Yingkou, Liaoning Province, China 
12-14 October 1993 . 

Under the auspices of the United Nations Industrial Development Organization (UNIDO), the 
Yingkou Municipal Government is organizing toe Yingkou, 12-14 October 1993. Its main purpose 
is to promote investment opportunities in Yingkou by facititating discussion between Chinese and 
foreign entrepreneurs on specific industrial investment projected and other forms of business 
cooperation. The Forum is supported hr the Ministry of Foreign Trade and Economic Cooperation, 
in particular toe China International Centre for Economic and Technical Exchanges (CICETE). 

For registration and information on projects, please contact: 

Director 

Industrial Investment Division, UNIDO 
Attention: Asia and toe Pacific Unit 
P-O- Box 300, A-1400 Vienna, Austria, Europe 
TeL +43-1-21131/5320 - Fax: +43-1-2308260 


TOTAL QUALITY MANAGEMENT 

THE RIGHT WAV TO MANAGE 

Wil l JAM E ( ONUAY 


October 415 1993 
October 617 1993 
BIRMINGHAM 

Today no business can afford "basteen as anal'. You can join the 
worl d w i de quality revolution or be pushed aside by your competitors. It's ■ 
matter of survival wn\ these 2 day aemin a ra will help Directors and Settlor 
Managere ensure the future success of then - company. 

BUI Cosway is > charismatic speaker, who, as CEO of a Fortune 500 
company, was Ibe fust westerner to recognise the contribution made by Dr 
W Edwards Denting to the Japanese industrial and economic miracle, and 
to employ him, work with Ida, (earn from Mm and apply his principles 
successfully. 

During this time be look what was essent ia lly an academic philosophical 
approach and developed a working tool that could be eutfatMdaatically 
embraced by management and staff of all levels. Lean how your own 
company esn successfully invest in its future by renting philosophy into 
practice. 

For booking or farther information: 

MBce GteBaiore & Associates Ltd 
Mode 9621 858058 /Fax M21 850972 


LEGAL 

NOTICES 


THE CONFERENCES 
& EXHIBITIONS SECTION 

appears in the Financial Times every Monday. 

To advertise in this section please call 
Alison Prin on 071-407 5752 


TO ADVERTISE IN THIS SECTION PLEASE CALL ALISON PRIN ON 071 407 5752 


LONGSTAPP AM D SHAW 
HOUHNGS LOOTED 
Compaq Na 2QS8486 
UWGCTXFFAND BUST JUMZTED 
Company Hoc 533938 
LOWGSTAFP AND SBAW 
ENGINEERING LtMTTED 
Compaay Noe 1989010 
L ONCSTA FT AN D SHA W 
SERVICES LIMITED 
r Kk 1 0468 U 
LAS 

FIRE PROTECTION SYSOEMSUMETO 
Company No: KM6810 
(ALL IN ReCBVttSBlP 
AND LfQOmAlTOfQ 
NOTICE IS GIVEN, p umas to Swlina IDS 
of tha Insolvency Act 1986 that a Oasatal 
Magog of Mcmhea *ad Ctcteo of fee ton 
msod company wffl bo bofct a the offices of 
Cod: Golly. Roans Coat, London. EC<A 
4HT, an 29 Jriy 1993 at 1OJD0 am mi 1015 
aa tmpecftrely tor toe purpose! of nearing aa 
accont of ibe Hqnltarf art and deafe^f tod 
of ibe catena of toe winding op to das. 
ARSttawiy 
JotatUqaidaor 


NOTICE OF APPOINTMENT OF 
ADMINISTRATIVE RECEIVERS 
CHARLES BOSS UUIIU) 
Registered Ntr. 1255 13 

Trade rtatotftciiloa: 23. ‘Dwfing asms Ram 
Sue! Sendees. Iota Ad iukitoii w Roecivctr 
David Jafaa Sartre ad Miched Joseph Moore, 
Coopea & Lytoei. I Eat ftoade. SbrtBeU. 
SI 2 ET. Office bolder nrabeta 2682 ad SSfiL 
Da of lppiiiinnrnr 1 July 1993. Naue of 
«pp ototr Nataort Wntmtamu Brak FLC 

Signed D J Stake* 

DoetSMyim. 


ART GALLERIES 


LEFEVRE GALLERY, 30 BnAOTT 81, W1. 071- 
483 *107. EDWARD BURRA - Drawings of 
the 182D*s and Sirs. io June - 16 July. 
Mon-Frt 10-Cfxn. . 


BUSINESS 

LAW 

BRIEF 


1 IN \\< I \l IIM I S 


Business law brief is a 

monthly survey of international 
business law - news, analysis 
and commenL It covers all the 
latest major legal developments 
affecting industry and 
commerce winch have a 
practical impact on business and 
business lawyers. Coverage is 
truly worldwide. 

* The European Community 

* Other individual European 
countries 

* GATT and other international 
agreements 

* International organisations 
UNOTRAL, OECD etc. 

Written concisely and in plain 
l a nguag e It includes competition, 
commercial and company law, 
in td i ectoal property, civil wrongs, 
regulation, public law, dispute 
resolution and tbe professions. 

To recewe a FREE 
sample copy contact: 

Judith Harris, 

Marketing Department, 
F ina nc i al Times Newsletters. 

126 Jermyn Street, 

London SWlY 4UJ England. 
Tel: (44471)411 4414 
Fax:(44471)4114415 


SEOUL INTERNATIONAL TRUST 

International Depositary Receipts 
evidencing Beneficial Certificates 
representing 1648 units 

Issued by 

Morgan Guaranty Trast Compaay of New York 
Notice Is hereby given to fee Unitbolden that Send International Trust w 

SS S^Si^r 1 Si di “ ra "“™ * Won 37y "° p " IDR ° f101 

August 13 1993 m US dnllam tt one of tbe &UoS£g tamM. 
Guaranty Trust Company of New York: “8 m Morgj 

Brussels, 35 Avenue des Am 
New York. 60 Wall Street 
London. 60 Victoria Embankment 
Frankfurt, 44-46 Mainzer Landstxasee 
Zurich, 38 Stocfcexstiasse 

The proceeds qf the coupons presented will be converted into US dolfes 

s^srssssfss ass??!? 

certificate sbo^ig their rSthfenoe " d agents 

3SKt5Rtai“ ■* ot25 ^ raSrssa; 
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Green light likely for 
Europe’s first eco-tax 
Page 3 
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,V. 


fts it assumes the pre s idency of the 
ju[opean Co mmunity this month. 

^aimJ Kembarked on a course 
towards a more federal ist structure at 
iHSgJls egs Europeas an anchor w 
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Euro-devotee 

calls the tune 


IT IS HARD to imaging gjly 
European Community coontry 
other than Belgium decreeing 
a reduction in jail sentences 
for convicted prisoners to mark 
its assumption this month of 
tiie EC’s presidency. Idiosyn- 
cratic though the gesture 
seems, it illustrates the impor- 
tance Belgium attaches to 
Europe, and to its place in it 

Belgium, always in the van- 
guard of Euro-federalism and 
in the throes of settling down 
to a more federalist structure 
at home, takes over manage- 
ment of the Community after a 
year which has seen a back- 
lash against the Maastricht 
treaty on political, economic 
and monetary union, in a num- 
ber of European countries. 

It intends to set a new tone, 
banking on ratification of the 
treaty in the UK and Germany 
by around September. Mr Jean- 
Luc Dehaene, the burly Flem- 
ish Christian Democrat who 
heads Belgium's four-party 
Centre-Left coalition, repeated 
in several eve-of-presidency 
interviews that over the next 
six months he is setting the 
EC’s compass to go “not a step 
further than Maastricht, but 
towards all of Maastricht”. 

Mr Dehaene, is quite likely 
to call a special autumn sum 
mit after treaty ratification, 
with Franco£erman baching. 
The intention would be to 
relaunch the EC: the practical 
goal would be to agree the 
rules, management and loca- - 


tion for the European Mone- 
tary Institute. This is the pre- 
cursor to the European Central 
Bank envisaged for later this 
decade under the plans for eco- 
nomic and monetary union 
(Emu) which lie at the heart of 
Maastricht It must be in place 
by next January to launch the 
second stage of Emu. 

Mr Dehaene and his col- 
leagues remain convinced of 
the need for Maastricht and 
the viability of Emu. They are 
determined to use their presi- 
dency to raise the EC flag from 
political half-mast, where it 
has scarcely fluttered for the 
past year, as first the British 
and then the Danes held the 
Community presidency. 

They see Europe as an 
anchor for Belgium’s own fed- 
eralism and as offering a pre- 
text for re-ordering its econ- 
omy, especially to put its 
public finances right. Mr 
Dehaene told the Spanish 
daily, El Pais, recently that 
Belgium's European and 
domestic federalisms “are com 
piemen tary and indissolubly 
linked**. Yet, Belgian politi- 
cians often give the impression 
that they believe their linguis- 
tically fragmented country - 
divided between French-speak- 
ing Wallonia. Dutch- speaking 
Flanders and polyglot Brussels 

- can only survive as a nation- 
state within firm supranational 
structures provided by growing 
ESC integration. 

- That is “taking it a step too 



Symphony of Joyful expectations: Foreign Minister WOy Claes, baton in hand, wtD try to keep the 12 EC member states playing bi unison this year (see page three) 


far," counters Mr Willy Claes, 
foreign minister and a Flemish 
Socialist, but he happily 
acknowledges that, “we have 
always been in favour of trans- 
fers of national sovereignty 
towards a supranational body." 
and that “there is a link going 
in the other direction". 

Under a seven-party deal in 
May. Belgium devolved 
national sovereignty down- 
wards to an extent that will 
make it one of the most com- 
pletely federahsed states in the 
EC after its next elections. The 
state will retain control of for- 
eign policy and defence, jus- 
tice, taxation and social secu- 
rity, but other matters, from 
the environment to education, 
and from trade to transport, 
will be the responsibility of the 
three regional executives and 


their directly elected parlia- 
ments. 

Securing decisions in Bel- 
gium will then become almost 
as arduous as getting the EC 12 
to agree, but, local politicians 
emphasise, they will have a 
firm consensus underpinning 
them, and a comfortable EC 
umbrella above. It will, more- 
over, by then have an advisory 
committee of the regions, an 
arrangement which. Belgium is 
convinced is the embryo of a 
“Europe des regions”. 

That is one reason why wide- 
spread predictions in May that 
Belgium was heading for a 
Czech/Slovak-style divorce 
appear alarmist A provocative 
statement at the rime by Mr 
Luc Van den Braude, Christian 
Democrat chief of the Flemish 
executive, predicted that feder- 


alisation would lead to com- 
plete autonomy for Flanders 
within the decade. Recent opin- 
ion polls, however, make it 
clear that only 6 per cent of 
Belgians, and even only 9 per 
cent of Flemings, favour sepa- 
ration. The majority backs a 
federalist solution. 

Socalled Belgo-Belge scraps 
between Dutch and French- 
speakers are increasingly less 
melodramatic, partly because 
of this, partly because politi- 
cians from all parties are 
deeply unpopular - and want 
to stave off elections as long as 
possible - and also because 
Belgium has moved into reces- 
sion. 

fn the view of leading econo- 
mists, such as Mr Peter Praet 
of Generate de Banque, the sep- 
aratism debate has the merit of 


focusing attention on Bel- 
gium's structural shortcom- 
ings, such as its fast-rising 
social security bill, in both 
Flanders and Wallonia. 

The government is strug- 
gling- against a serious imbal- 
ance in public finances, with a 
budget deficit of 63 per cent 
last year and a government 
debt overhang equivalent to 
nearly 125 per cent of national 
output Excluding interest on 
the debt, the budget is in sur- 
plus. The government is poised 
to stem pert of the interest 
payment haemorrhage by refi- 
nancing short-term foreign bor- 
rowings into long-term debt 
denominated in Belgian francs. 

That should produce a size- 
able reward - perhaps a US 
percentage points of gross 
domestic product saving on the 


interest bill - for its three-year 
old franc fort policy of tying 
the franc to the D-Mark. 

Convinced it can reach the 3 
per cent of GDP target budget 
deficit for Emu laid down by 
Maastricht, Mr Dehaene 
pushed through a BFrllObn tax 
and cuts package in March, at 
the cost of the near-collapse of 
his government. The govern- 
ment also expects BFr25bn this 
year and next from a four-year 
privatisation drive which is 
expected to net BFrTObn. This 
wffl put up for sale assets rang- 
ing from the CGER/ASLK 
hanking and insurance group, 
to Belgacom, the state telecom- 
munications company. 

Though Belgium is as much 
out of step with the Emu crite- 
ria as the UK, Italy or Spain, 
the Belgian franc became a ref- 


uge currency, in the currency 
mayhem of last autumn, and 
did not have to leave the 
orrhang p rate mechanism, the 
EC’s currency grid, or devalue. 
This was a tribute to the credi- 
bility of its monetary policy, 
and Belgium’s perceived status 
as part of the hard core EC 
currency zone, encompassing 
Germany, France and the 
Benelux countries. 

With other partners gaining 
competitive advantage through 
devaluation, Belgium has to 
stay within this hard core, to 
which it sells three fifths of its 
exports, but it is failing to bear 
down on indexed and inflation- 
ary wage settlements which 
are blunting its competitive 
edge. It has opted instead to 
use revenue from new taxes on 
non-industrial fuel users to cut 
employers' social security pay- 
ments in the exports sector. 
This will not be enough, how- 
ever, to dose a widening wage 
gap with its main partners. 

In Belgium, these strains 
strengthen the attraction of 
Emu's goal of a single cur- 
rency, and even of an earlier 
locking of parities between the 
hard core countries, once 
Maastricht is ratified. The lat- 
ter idea, canvassed by Euro- 
federalists, is that a fidte en 
aoant by the stronger econo- 
mies would establish a target 
at which weaker partners 
could aim later. 

“I'm in favour of that,” says 
Mr Alfons Verplaetse, the 
respected governor of Bel- 
gium's central bank, “but 1 
don’t think it will happen. T his 
recession could be longer than 
we think." 

Mr Praet says locking pari- 
ties would be dangerous while 
there was uncertainty about 
what was going to happen in a 
year's time in Germany. 
“When growth resumes, maybe 
we can try something more 
audacious,” he adds. 

But the longer-term goal of 
full EC monetary union still 
looks like a haven to Belgium. 
As Mr Claes expresses it: 
“When there are monetary 
changes in Washington we feel 
it across the European conti- 
nent. Are we still not ready to 
face up to the lessons of the 
monetary instability of last 
year, which not one member 
state was able to resist by 
itself?" 
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And how L* ~ 
come it is Ulx news? 

No matter which way you pronounce it, Wallonia spells out good news for manufacturers. 

In independent reports, the French-speaking region of Belgium came out as one of the most 


productive regions in Europe. Even better - the US Department of Labor singled it out as having 
the highest productivity in terms of cost per unit in 199L Put it down to an excellent social climate 


and a well-educated workforce, coupled with the active support of local 

authorities and an enviable position (the German, French and Dutch borders 

• 

are all within an hour's drive). Wallonia has come a long way in the past 
few years - and intends to go even further. No matter how you pronounce it 
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FACTS 


Area 30,520 sq tan Population 9-98m (1992 est) 
Hoad of state; King BaudoUn Currency Belgian franc 

Average exchange rata .... 1991 $1 = BFr34.15 

1992 $1 = BR32.15 


ECONOMY 

Total GDP ($bn)_ 

Real GDP growth (%) 

Consumer prices (% chug pa) 

Unemployment (% of lab force) — 
Benchmark bend yteW (% pa, avg}._ 
PubSc debt as % of GDP (year end). 

Current account b^ance ($bn) 

Trade balance ($bn) 

Main Oacfcig partn e r s 

(199% % by value) 

Germany 
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Netherlands — — 

EC 
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BELGIUM’S high productivity and 
exportoriented economy is suffering 
from recession among its partners, a 
sharp downturn at home, and the 
unsustainable expense of a huge gov- 
ernment debt equivalent to about 125 
per cent of its national output 

Yet it is also well positioned to reap 
rewards from its franc fort policy, 
linking the Belgian franc to the 
D-Mark. *11118 tie, tenaciously , main- 
tained for the past three yeara, makes 
the Belgian government even more 
determined to link up in monetary 
union with, its neighbours, especially 
after the European currency chaos of 
last autumn. 

From 1988, Belgium enjoyed three 
years of high, nan-inflationary 
growth, peak private investment and 
good corporate profitability, along 
• with big increases in disposable 
income. But the more than 4 per emit 
of gross domestic product average 
growth of 198890 slowed to L9 per 
cent in 1991 and just 0-8 per cent last 
year. This year is likely to see a con- 
traction of about 0.7 per cent and 
only a slow pick-up of around 1 per 
cent of GDP is foreseen for 1994. 

At home, demand has fallen; new 
car registr a tions for the first three 
months of this year, for instance, 
were down 19.4 per cent on the same' 
period last year. But this is more due 
to the general climate of EC-wide 
recession and rising unemployment. 
In Belgium, there is no “debt defla- 
tion” brake bolding back a rise in 
consumption as there is in the UK 
and Scandinavia. On the co nt rary, the 
size and rate of household and corpo- 
rate savings Is high. 

The dethroning factor in Belgium’s 
recession is the slowdown in its 
export markets. Its e xports are equiv- 
alent to about two thirds of its GDP, 
and nearly two thirds of its sales 


Economy hit hard by genera) EC climate, says David Gardner 


Export fall fuels recession 


abroad are to its neighbours In Ger- 
many, France and the Netherlands, 
all in recession. In addition, Belgium's 
relative dependence on what it earns 
In *hp intamafirmai marketplace is for 
greater than any of these main part- 
ners; per capita it exports nearly 
twice the amount Germany does. 

Export success had fuelled high 
growth, particularly following Ger- 
man reunification. But the extent of 
German economic contraction has fait 
Belgium bard. Germany “delayed the 
recession for Belgium”, says Mr 
Alfons Verplaetse, the central bank 
governor. 

The poor outlook for exports has led 
to amnai investment growth coming 
down from more than 15 per cent 
three years ago to perhaps minus 2 
per cent this year. Company bank- 
ruptcies in the first six months this 
year reached a record 3,079, 35 per 
emit up on the same period in 1991, 
when the first signs of a slowdown 
appeared. 

Last year also saw the first volume 
foU in exports since 1975, and a L4 per 
cent drop in foreign sales at current 
prices. All this has fed through into 
lost jobs, with unemployment rising 
from 93 per cent in 1991, to an expec- 
ted U.9 per cent this year. 

With the franc pegged to the 
D-Mark, a collateral and dangerous 
problem has been the higher rate of 
wage increases in Belgium over the 
past three years, creating a 4 per cent 
wage gap with its three main trading 
partners. Belgium is the last EC coun- 


try (aside from Luxembourg with 
which it has an economic union) to 
retain automatic wage indexation, 
leading over the' past three years to 
nominal wage rises nearly twice the 
rate of in nation, now at around 23 
per cent. While wage settlements 
have general? been around or below 
German levels, the OECD reckons 
that in 1988-1994, Belgian wages will 
have risen by 88 per cent, against 30 
per cent in France, and 28 per cent in 
the Netherlands. 

“The government has been very 
slow to recogui.se that problem," says 


From. 1988, Belgium enjoyed 
three years of high, 
non-inflatkmaiy growth 


Mr Peter Praet, chief economist at 
Gdnfirale de Banque, the leading com- 
mercial bank, "it is very dear that in 
Belgium we have a very deep crisis, 
in Industrial employment, not in ser- 
vices." acknowledges Mr Verplaetse. 

A vain attempt to end wage indexa- 
tion nearly brought Mr Jean-Luc 
Dehaene’s Centre-Left government 
down In March. Instead, BFrlObn rev- 
enue from fuel taxes cm non-industrial 
users are to be mobilised to lighten 
the high social security charges an 
employers in the traded goods sector 
of the economy. This redistribution of 
the tax burden - the so-called Maribel 
plan - should close about 40 per cent 
of the wage gap, according to Mr Ver- 
plaetse, provided.it can be repeated 


next year and in 1995- 

The other vital ingredients to retain 
Belgium’s competitive edge are wage 
moderation and a concerted effort to 
bring the budget deficit and govern- 
ment debt under control. 

Panwt signs that wage se tt l ement s 
were are already looking 

ephemeral. Most unions at national 
level had agreed not to seek real wage 
increases in 1993-94. But subsequent 
negotiations at sectoral level have 
seoired rises - after inflation which 
is automatically added in - of 
between L4 and 3.4 per cent in 14 
industries. 

Moreover, the higher fuel charges 
in the Maribel plan will also go into 
the retail price index and therefore 
hark into wages. The plan may not 
have as much effect as the authorities 
foresee in closing the wage gap with 
Belgium's competitors. 

Public finances have also suffered 
some drift- The Dehaene government 
is vigorously trying to get the deficit 
under control, through a mix of new 
♦a y* 1 ** and spending cuts. Tie near col- 
lapse of the government in March 
over a BFrUObn budget-cutting pack- 
age underlined the political sensitiv- 
ity of the task. 

The turnaround in government 
finances between 1981 and 1991 was 
impressive. Spending was cut from 
59.6 per cent to 5L7.per cent of GDP, 
with revenues foiling modestly from 
46.4 per cent to 45.4 per cent Tie 
deficit was thereby only cut from 13.3 
per cent of GDP to 63 per cent. The 


balance of the budget after interest 
debt is taken out, however, 

S£ed from a «Mt * « 
n “sunilus" of 4.1 per cent. Neverthe- 

fesTSe^teficit with taterest 11 cr ^L l S 

tricht treaty for 1996 for 
Sites such as Belgium determmedto 
Ef to £ first wave of European eco- 
manic and monetary 
Yet in the coming months the gov- 
ernment can call in shortterm debt, 
and refinance it long term, and in 
Belgian francs. “I hope we will see in 
*94 the real reward for the strong 
tone policy," says 

sees a saving on the governmenrs 
interest bill equivalent to 1 to IS per 

cent of GDP. : 

If interest rates m Germany, and 
therefore Belgium, ease down further, 
Belgium should be on target for a 
deficit of around 5.3-5 .5 per colt of 

G rae^tborities have little doubt 
that they can and must make it into 
the first wave of Emu. They point out 
that the franc became a refuge cur- 
rency during last September’s chaos 
In tiie exchange rate m ech a nis m of 
the European Monetary ^em- 

with short-term inflows of BErl22on, 
or 1.7 per cent of GDP. . 

Speculators, they said, ignored tne 
feet that Belgium’s current account 
has had a surplus of around 2 perce nt 
of GDP since 1985, and that in spite of 
the deficit in its public fina n ces, it is a 
net creditor country through its high 
private savings. The brief rise m 
domestic interest rates during the 
March budget cuts and wage indexa- 
tion crisis was quickly reversed. 

In the future, however, the franc 
could still come under pressure if 
wage indexation continues to erode 
Belgian competitiveness. 


Hilary Clarke discusses legislation designed to protect the environment 


Green light likely for eco-tax 


BELGIUM is set to become the 
first European country to 
Introduce a green fax to force 
consumers to switch to prod- 
ucts that have a less damaging 
effect on the environment. The 
so-called eco-tax, at present 
being debated in the Belgian 
upper house, has put the gov- 
ernment of Prime Minister 
Jean-Luc Dehaene at odds with 
a range of different industries 
from plastics and to 

French mineral water produc- 
ers. If, as seems Hkely, the tax 
is agreed by the senate, it win 
become operational next year. 

The eco-tax was born out of 
Belgium's constitutional 
reforms, the bulk of which 
were agreed last February. To 


obtain a necessary two-thirds 
majority in parliament for its 
sweeping - constitutional 
changes which will federalise 
the country, the government 
needed the support of opposi- 
tion Flemish Agalev and 
French-speaking Ecolo parties. 
The ecologists, who between 
them have 18 members of par- 
liament, seized the opportu- 
nity and said they would back 
the government’s plans only If 
it agreed to the eco-tax. 

Industry claims the eco-tax 
will pot up new barriers to 
trade and is out of step with 
environmental legislation 
designed to cut domestic pack- 
aging waste in the European 
Community. Belgium’s trade 


unions, which originally 
backed the tax, have now 
joined the employers’ protest 
because they fear it could 
result in huge job losses. 

The experimental tax will be 
applied to a selected gronp of 
consumer items including dis- 
posable cameras and razors, 
paper with less than a certain 
amount of recycled fibre and 
domestic chemical products 
such as weed killers, pesti- 
cides and glue. Beer and wine 
bottles, soft drink cans and 
water bottles will also be 
taxed a maximum of 15 francs 
a litre. Batteries and throw- 
away razors will have a levy of 
10 and 20 francs respectively. 

Leading the battle against 


the tax are the plastics and 
chemicals industries. PVC bot- 
tles are the only product 
which will automatically be 
terad the maxim um 15 francs 
a litre in a bid to gradually 
abolish PVC production alto- 
gether. “PVC is the most recy- 
cled material in Belgium 
today. It is clear there is a 
prima facie discrimination 
against PVC," said Jean-Marie 
Chandelle, head of corporation 
communications with Bel- 
gium's largest PVC manufac- 
turer, Solvay. 

French water manufacturers 
have joined the Belgian plastic 
industry in their protest as the 
majority of plastic-bottled 
water in Belgium is imported 


Why do so many major companies 
invest in Belgium? 








To share in Europe’s future. 


The new European Economic Space generates the 
single most important market in the world. And Belgium 
is right in the middle of it 

Direct access to this wealth of opportunity is one good 
reason why so many international companies have 
already set up in Belgium. As host country of the 
European Community and major international trade and 
governmental organizations, it is indeed the ideal 
decision centre for Pan European business. 

There are other reasons, of course: Belgium’s strategic 
location, its political stability, an outstanding transport 
and communications network, whereas its highly 
skilled and motivated workforce has earned Belgium a 
proud productivity record. 


If your company sets up in Belgium, your people will 
quickly discover good reasons of their own. Like the 
quality of life in Belgium, unrivalled standards of 
accomodation and cuisine, a rich cultural heritage. 

If you want to share In the future of Europe, come to 
Belgium. There’s no better place to start 
For your free information pack just contact the Belgian 
Embassy or Consulate. Or write to: 


The Belgian Ministry of Economic Affairs 
- Foreign Investors Service - Square de MeeQs 23 - 
1040 Brussels - Belgium - Phone: 3Z2.506.54.14 
Fax: 32.2.514.03.89 - Tx: 61932 ecoexL 


from France. The French gov- 
comment has lodged an official 
complaint against the tax with 
the Belgium authorities. For 
its part, the plastics industry 
has complained to the Euro- 
pean Commission that the tax 
rifawiinhBrfwi a galnat PVC. 

But the tax has also angered 
a broad range of Belgian 
industry. “We are not against 
the principle of imposing a 
levy on a product to correct 
damage done to the environ- 
ment, but we are against an 
arbitrary and general taxation 
the proceeds of which wQl not 
be used for cleaning up the 
damage the product has done," 
said Georges Jacobs, head of 
the Belgian Industry Federa- 
tion. Belgium’s eco-tax differs 
from packag in g waste schemes 
already introduced in other EC 
countries because it will be 
high enough to change con- 
sumer habits and influence 
distributors’ choice in packag- 
ing, rather than raising reve- 
nue for waste management 
investment 

Environment has been the 
responsibility of Belgium’s 
regional governments since 
1980. Revenue from the eco- 
tax will be distributed to the 
Brussels, Flanders and Wal- 
loon authorities who will have 
control over its spending. Hie 
Belgian employers’ organlsa- 


Leading the battle against 
the tax are the plastics 
and chemical industries 


tion says there is no guarantee 
that money raised, an esti- 
mated BFr225bn on plastic 
bottles alone, is used for waste 
management and environment 
corrective projects. Doubts 
have also been raised over 
how the tax will be collected, 
although tiie Greens say the 
additional administration will 
be worth it because of the 
knowledge to be gained on 
consumer behaviour with 
regard to the environment 

Following the outcry from 
industry against the proposals, 
it was agreed to establish a 
follow-up commission to exam- 
ine the impact of the tax, part 
of a last-minute trade-off 
between the government and 
the Greens during their nego- 
tiations over the eco-tax. The 
government-appointed body 
will have considerable power 
to modify the law. Including 
waiting until June 1994 before 
setting final tax levels. 

Resigned to the feet that the 
eco-tax mil be introduced in 
Belgium in some form or 
other, Belgian packaging 
users, manufacturers and raw. 
material producers are devel- 
oping their own alternative 
packaging waste redaction 
programme, Fost-Plus, which 
will be based on Germany’s 
Dual-System scheme. Under 
the Fost-Plus plans, distribu- 
tors will pay a levy into a gov- 
ernment fund which will be 
pumped back into Industry- 
run waste management 
schemes. Industry hopes to 
persuade the Greens to adopt 
this system. 

Whether the ecologists can 
be persuaded to do this is 
uncertain. “An essential ele- 
ment of green thinking is 
product policy, not just the 
production process. What’s the | 
point of a clean factory that : 
makes polluting products?” 
asks Agalev member Chris 
Vermeeren, who helped draft 
the eco-tax legislation. 

Industry's other plan of 
attack is via the European 
Community. “We hope the 
European Commission will at 
least object to the discrimina- 
tory clause against PVC." said 
Nancy Rusotto of the Associa- 
tion of Plastic Manufacture rs 
in Europe. 


Dick Leonard discusses the constitutional reforms 


Fashioning federalism 


IT TOOK 30 years of 

ram pfli grnng r and the painful 

assembling of a seven-party 
a greement to obtain the neces- 
sary two-thirds majority, but 
in May the Belg ian parliament 
approved the final steps to 
turn the country into a federal 
state. From now on the 
national government will be 
confined to carefully delin- 
eated powers. 

These will be largely 
restricted to foreign affairs, 
defence, justice, internal secu- 
rity, taxation and social secu- 
rity. All the remaining respon- 
sibilities. including economic 
affairs, the environment, edu- 
cation. cultural affairs, trans- 
port, housing, planning, 
research, agriculture and for- 
eign trade, wifi be devolved, or 
already have been, to three 
regions (Flanders, Wallonia 
and Brussels) and three lan- 
guage communities - Dutch, 
French apd Ger man. 

It has been a step by step 
process, starting in 1980 when 
the regions of Flanders and 
Wallonia were established. A 
third self-governing region - 
for Brussels - was set up in 
1987, when education was 
transferred from the national 
government to the language 
communities. The constitu- 
tional changes approved in 
May, which will not take effect 
until after the next parliamen- 
tary elections, are intended to 
complete the picture. 

The changes foreshadow a 
considerable overhaul of the 


national parliament, which 
until now has been an 
unwieldy and not very influen- 
tial body, with an almost com- 
plete overlap between the pow- 
ers of the two chambers. 
Henceforth, the lower bouse - 
the Chamber of Representa- 
tives - which will be reduced 
from 212 members to 150, will 
be tiie main legislative body. 

The Senate, tiie membership 
of which drops from 174 to 71, 
will essentially be a revising 
chamber. Separate parliaments 
for Flanders and Wallonia will 
be directly elected, as the par- 
liament for Brussels has been 
since 1987. The minister-presi- 
dents of the three regions will 
in future be knotfn-as prime 
ministers. The province of Bra- 
bent, the only one which has 
previously been bilingual, will 
be split into two, leaving Bel- 
gium with five French- and 
five Dutch-speaking provinces. 

The main inspirer of the con- 
stitutional changes was Wil- 
fred Martens, who was prime 
minister almost continuously 
from 1979 to 1992. Yet it fell to 
his successor, Jean-Luc 
Dehaene, also a Flemish Chris- 
tian Democrat, to steer the 
main changes through parlia- 
ment, a tricky exercise as bis 
left-centre coalition fell far 
short of the necessary two- 
thirds majority in both houses. 

He managed to get the mea- 
sures through by a judicious 
mixture of stick and carrot 
The stick was applied to the 
four governing parties - two 


Christian and two Socialist - 
who were aware of their 
unpopularity in the country. A 
government defeat would have 
precipitated an early general 
election. 

The carrots were offered to 
three opposition parties, each 
of whose support was needed. 
The support of the two Green 
parties - one for each of the 
main language groups - was 
obtained in return for new eco- 
logical taxes. The moderate 
Flemish Nationalists were won 
over by the introduction of a 
clause ensuring that residual 
powers not specifically men- 
tioned in the constitution 
should revert to the regions. 

Will the new changes stick 
or do they merely mark a stage 
In a process leading inevitably 
to separation, as in the case of 
Czechoslovakia? There are 
some warning signs, notably 
the press interview given In 
May by the Flemish minister- 
president, Luc Van den 
Brande. He foreshadowed a 
much more complete auton- 
omy for Flanders, setting a tar- 
get date of 2002. 

Mr Van den Brande is a 
member of Dehaene’s own 
party, and his interview, which 
was applauded by the bulk of 
the Flemish press, was embar- 
rassing to the government Yet 
the excitement soon died 
down, and a spontaneous 
march in Brussels a few weeks 
later, in opposition to separat- 
ism, drew a vast crowd. 
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WW Presidency of the Europ^Twf 
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for six months. He tea cSfSS?^ f? July 
repute. a ““doctor of some 

He took up his Qrchf&trai Ha+nv> 
eve-of-presidency concert kickh^ J?*? 1 

Belgian mandate bv 

tlon or Beomove^^^/ov^ 
anthem or the EC. He will no fe,*bf 
i0S * 1 reverberahS ov« 

tte 12 memhe™taf5 £ 
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. T^ e Belgians are thoroughgoing federal 
■* at home and on toetei^ 8 Sr of 
Europe, where they have always X £ 

%rh*Shfte °^ e “ever closer union" to 
which the Maastricht treaty commits the 

Cranmumty. But they take over the EC’s 
ntfajm^anag^eitt fa 1116 wake of two 

RjJo-scephcal presidencies run by the UK 

StJS f m fu k ’ which were Strongly 
mm^ked by these countries’ difficulties!!! 

?S?S!2 a J a ^!ISf 3886111 to Maastricht 
3J^2SS“ presidency's unofficial slogan, 
reiterated in recent interviews by prime 
miruster Jean-Luc Dehaene. is ■•nothing 
more, but nothing less” than the full appli- 
cation of the European Union treaty. 

That majority of member states in 
pvour of greater European integration are 
looking expectantly to Belgium to 
relaunch the Europe of Maastricht and 


David Gardner watches the government tune up for the EC presidency 

Symphony of joyful expectations 


propel it towards what have recently 
seemed evermore distant goals of mone- 
tary and political union. 

Amid a flurry of pro-presidency surmise 
on how Belgium would try to tilt the EC 
balance back towards federalism, the gov- 
erament has dismissed suggestions that it 
fi 411 "* 811 ear ^ r revision of the strict 
fiscal and monetary convergence criteria 
for economic and monetary trainn (Emu), 
and flatly denied that it will push for fed- 
eralist reforms of EC decision-making 
ahead of the constitutional review fore- 
seen by Maastricht for 1096. 

By then , up to four new member states 
should be inside the EC, -if enough Aus- 
trians, Swedes, F inns an d Norw egians 
be persuaded by their governments that 
this is worthwhile. Most of the crunch 
points in the negotiations with the appli- 
cant countries will be reached on Bel- 
gium’s watch - and it will be judged in 
large part on how it handles fht»m 

More streamlined decision-making, 
implying less room for national vetoes, is 
seen as the inevitable consequence of the 
EC enlarging to take in new members. But 
the present accession negotiations are sup- 
posed to get the applicants hi by January 


1995 - last month's EC summit in Copen- 
hagen decided - with only minor adjust- 
ments to EC decision-making. 

Mr Claes told the FT it would be “logi- 
cal, democratic and fhir play” to wait until 
the sew members were in before discuss- 
ing more far-reaching reforms. But be 
added that the goal of the Community “is 
not an economic one but a political one. 
We need an open debate and a sincere 
debate in Scandinavia and in Austria on 


Maastricht: agreement on two to three 
areas of its Common Foreign and Security 
Policy, and the embryo of a common 
stance on emigration and asylum policy as 
part of the “third pillar” of co-operation in 
justice and home affairs. “I should tbrnk 
that is more t han enough for six months," 
he says with sobriety but clear relish. 

EC federalists have been chastened by 
the backlash against the Community and 
the speed of European integration set off 


That majority of member states in favour of greater European 
integration are looking expectantly to Belgium to relaunch the 
Europe of Maastricht 


this target". “Maastricht," he emphasises 
firmly, “Is not an priding point.” 

But Mr Claes, a Flemish Socialist in Mr 
Behaene’s Christian Democrat-dominated 
coalition, says his priorities are to speed 
up the EC enlargement talks, the fight 
against recession and unemployment, and 
implementing the Maastricht treaty, 
which should become fully ratified - Bel- 
gium hopes - by September at the latest 

He is seeking to lay modest hut solid 
foundations for the two new “pillars” in 


by Denmark’s initial rejection of Maas- 
tricht just over a year ago. But it is, fh any 
case, fair to say that EC partners who do 
not share its longer-term ambitions had 
always expected Belgium to run a prag- 
matic presidency. 

“You can take It from me,” says a senior 
British official intimately involved in the 
UK's presidency last year, “that they will 
be completely fair, unlike us, there will be 
no spin on the balL” 

“It is not wise to exaggerate the possibil- 


ities and power of a presidency,’’ Mr Claes 
says. “We know you need consensus to 
make progress, and that we are just the 
go-betweens." But while it is only natural 

after a year of EC drift for Belgium to 
discourage high expectations, its presi- 
dency faces a series of challenges going 
beyond its stated priorities. 

■ Money. Its first task will be to preside 
over the share-out of Ecul57bn in EC 
regional and structural development 
spending for 1994-99, when all its partners 
except tiny, rich Luxembourg are unhappy 
with Commission plans for spending it 

■ Gate. The Uruguay Round world trade 
reform talks will come to a head under the 
Belgian presidency. Belgium will have to 
contain growing tensions between France 
and its partners over the EC’s stance, at a 
time when the Belgian government is 
increasingly sympathetic to the Paris hard 
line on form trade. Mr Dehaene called last 
November’s BC-US breakthrough on cut- 
ting form subsidies “a tactical blunder” in 
a recent interview, saying it had to be 
“corrected". 

■ EC monetary policy. It foils to Belgium 
to kick-start the second phase of Emu, due 
to start in January with the creation of the 


European Monetary Institute, precursor of 
the European Central Bank foreseen at the 
thir d stage later in the decade. The presi- 
dency w31 have to arbitrate amid continu- 
ing tensions arising from high German 
interest rates. It will also have to resolve 
the competition to host the EMI/ECB, as 
part of a complex package locating other 
EC institutions. 

■ Bosnia. The EC’s increasingly bad con- 
science about not doing enough to resolve 
the Bosnian conflict led Chancellor Hel- 
mut Kohl of Germany to champion lifting 
the arms embargo on ex-Yugoslavia to 
allow the Bosnian Moslems to defend 
themselves. At Copenhagen, the EC 
instead said it would send more troops to 
defend the Moslem “safe areas". Mr 
Dehaene has acknowledged that if not 
enough troops axe sent, the embargo issue 
will come back. 

Beyond this lies a minefield of more 
mainstream EC business and concerns. Os 
the environment, for instance, the Bel gian 
presidency will have to arbitrate in the 
increasingly ill-tempered row over German 
waste exports for recycling, partly by 
poshing hard to get the stalled EC direc- 
tive on packaging waste through. Having 
introduced its own eco-taxes (green tax) 
Belgium is also committed to the planned 
EC energy tax to combat global warming. 
But Britain is flatly imposed to this. 

The Belgians will be scrutinised closely, 
too, to see how well they conform to the 
EC’s new pledge to be more open in its 
decision-making. 


Andrew Hill looks at plans to modernise Brussels* airport 

Capital of EC is flying high 


BRUSSELS has a 
state-of-the-art airport. Unfor- 
tunately for the thousands of 
businesspeople and politicians 
who use it, the art is late-2950s. 

Between 1958, when the ter- 
minal buildings were built for 
the World's Fair, and 1988, no 
substantial work was done on 
the site, apart from the con- 
struction of a small satellite 
terminal in the late 1970s. 

But over the same period the 
dty of Brussels has become the 
institutional capital of the 
European Community and a 
magnet for international busi- 
ness travellers and politicians. 
For these customers - who rep- 
resent two-thirds of the 9m or 
so passengers using the airport 
annually - the 1958 te rminal is 
a disappointment: cramped, 
shabby, and slow. 

Perhaps Brussels airport's 
only advantage over its com- 


petitors is its proximity to the 
dty centre. It can tabt> only 15 
minutes to travel by car from 
central Brussels to the north- 
eastern suburb of Zaventem 
where the airport is built - but 
that is more a geographical 
stroke of luck than a triumph 
of airport management, and it 
is let down by an out-of-date 
“City Express" train link. 

Professor Pierre Klees, chief 
operating officer of the Brus- 
sels Airport Terminal Com- 
pany since January, admits 
that the airport's owners - a 
combination of the Belgian 
state and private investors, 
in cluding the country’s largest 
holding companies - should 
have done more to keep the 
principal airport of the 
self-styled capital of Europe up 
to date. 

Now, at last, the long- 
awaited improvements are 


being carried out. From the 
window of Mr Klees's office, 
the finger of a long, new pier 
points out towards the run- 
ways. Once complete, the 
extensions should allow Brus- 
sels to handle an extra 21m 
passengers a year - more than 
tripling the present capacity of 
9.3m. to take account of esti- 
mated passenger growth fore- 
casts of between 4 and 7 per 
cent a year. 

Posters on the approach road 
to the airport proclaim a com 
pletion date of 1993. In fact 
following wrangles with con 
tractors, consultants, the gov- 
ernment and the airlines 
BATC is now estimating the 
new ter minal- with 23 addi- 
tional gates, win be open some- 
time in the second half of 1994. 
The company says it will set a 
formal completion date in Sep- 
tember. 
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The building of the new pier 
- to be followed, eventually, by 
a second parallel pier linked by 
a tunnel - is the most obvious 
element of the work under 
way, and the one which is 
creating the most headaches 
for users of the airport But 
BATC is simultaneously hop- 
ing to Improve the efficiency of 
the existing terminal so that 
when the wraps come off the 
new buildings next year, the 
entire system will be quicker 
and easier to use. Automatic 
signalling systems will guide 
drivers to spaces in the air- 
port’s car parks, for example; a 
new Integrated computer net- 
work, linking all airport ser- 
vices in collaboration with the 
airlines, should speed cbeck-in, 
border and security controls; 
and BATC is also trying to per- 
suade Belgian railways to 
upgrade the airport’s rail links 
with Brussels and Antwerp. 

The improvements do not 
come cheap. BATC announced 
a net consolidated profit of 
BFr283m in 1991, after tax. but 
it has had to raise BFrtfibn, 
several billion francs more 
than the original estimates for 
the improvements, through a 
bond issue, to cover the cost of 
the new work. 

Further cash will be needed 
to bring the new airport into 
line with the requirements of 
the Schengen free- travel agree- 
ment, which plans to abolish 
passport checks for travellers 
between nine continental EC 


The extensions should 
mean an extra 21 m 
passengers a year 

countries from December 1. 
BATC will be given longer to 
cany out the work necessary 
to segregate intra-European 
passengers from international 
passengers, but Professor Klees 
still estimates the cost at some 
BFrlbn. 

Despite that, he says there is 
no way that the airport will 
rest on its laurels once the 
improvements have been 
made. “It’s very damaging that 
we didn’t start work like Schi- 
phol [Amsterdam’s airport] or 
Paris 20 years ago. I think all 
airports should have work in 
progress every day," he says. 

The airport’s managers are 
still cautious about what the 
future holds. In March, Mr Eric 
Kirsch. chairman of BATC and 
chief executive of the state 
authority which owns 48 per 
cent of the group’s shares, said 
that the analysis of trends in 
aircraft movements, passenger 
and freight traffic in 1992 gave 
reason for “moderate but defi- 
nite optimism". 

But he also pointed out that 
Brussels was just one of a clus- 
ter of highly competitive air- 
ports, all attempting to be the 
hub of international and intra- 
European aircraft operations. 

Brussels airport is certain to 
retain its head start over com- 
petitors as the only airport 
serving the EC institutions, 
not to mention Nato and a host 
of multinational company 
headquarters sited around 
Brussels. But an improvement 
in Europe's highspeed rail net- 
work could draw passengers to 
other modes of transport and 
even entice them to use other 
hub airports as a way into 
Europe. That would increase 
the pressure on the new termi- 
nal, and could chip away at 
BATC*s income, based on retail 
operations (40 per cent), airport 
taxes and charges for use of 
pier facilities (60 per emit). 

Eurotunnel, operator of the 
Channel tunnel claims a com- 
bination of high-speed train 
and tunnel will reduce the 
journey between Brussels and 
central London to three and a 
quarter hours, possibly making 
the train an attractive alterna- 
tive to flying for some travel- 
lers. 


Profile: GUY SPITAELS 


Mr Wallonia pulls the strings 


GUY SPITAELS, who led the 
French-speaking Socialist Party (PS) for 
10 years until early last year, can claim to 
be the most successful leader the party 
has ever had. He rescued it from a seven- 
year spell in opposition, and in 1987 
boosted its share of the vote in WaDonia 
to 44 per cent, the highest proportion of 
any Socialist Party in the EC, as he was 
quick to point out to any inquirers. 

Along the way, be had effectively 
absorbed the predominantly left-wing sep- 
aratist Rassemblement Wallon and elimi- 
nated the Belgian Communist Party as a 
parliamentary force, in spite of its very 
moderate programme. His reward was to 
be asked to form a government by King 
Baud onto after the 1987 election, from 
which his party had emerged as the domi- 
nant force, not only tn WaDonia but in 
the national parliament 

It did not take Sr Spi taels long to dis- 
cover that the Flemish parties would not 
accept him as prime minister. The ostensi- 
ble reason was that he could not speak 
fluent Dutch. Yet Mr Spitaels does not 
believe that this was the whole story. 
“Eves if I had spokes perfect Dutch", be 
says, “it would have made no difference. 
It is not the fact of not being able to speak 
their language that the Flemish object to, 
it is that, as the majority group, they feel 
the job belongs to them." 


He is probably right Each of the last 11 
governments has been led by a Fleming, 
and the few post-war administrations led 
by French-speakers have been short-lived. 
Mr Spitaels settled for being the country's 
chief power broker, staying outside the 
government as leader of the PS, bnt being 
consulted by the then prime minister, 
WDfried Martens, on important points. He 
also chose and effectively controlled the 
Socialist-led coalitions that rule the Wal- 
loon and Brussels regions and the execu- 
tive of the French-speaking community. 

Mr Spitaels, 61, had a strict Catholic 
upbringing, but lost his faith while study- 
ing law and political science at the Catho- 
lic University of Louvain. He subse- 
quently became a professor at Brussels 
University. He joined the PS at the age of 
29 and berame a full-time politician at 42. 

There was general astonishment when, 
shortly after the last general election, he 
effectively appointed himself as minister- 
president of Wallonia. It was, he later 
said, a move he had long pondered. After 
10 years of pulling the strings from out- 
side government it was time, he felt, to 
assume direct executive authority. 
Although at an earlier period be bad been 
a vice-premier and budget and communi- 
cations minister, it was a sign of the 
times that he should choose to head a 
regional administration rather than join- 



Guy Spitaels: opted to be Mr WaDonia 

tog the national government. 

In (he region, as earlier to his party, his 
easy dominance is universally acknowl- 
edged. His intellectual power and shrewd 
political judgment give him a head-start 
over aD possible rivals. The Flemish par- 
ties have publicly lamented that they 
could find nobody of comparable stature 
to head the Flemish regional government 
Wallonia is the poorest of the three Bel- 
gian regions, but its standard of tiring is 
more than 90 per cent of the EC average, 
and it did not qualify for special assis- 
tance from the community. Mr Spitaels’s 
proudest achievement so far has been to 
squeeze funds out of the EC for the poor- 
est of Waflonia’s five provinces, Matoaut 
Mr Spitaels may never have quite made 
it as Mr Belgium, but nobody now dis- 
putes his status as Mr Wallonia. 

Dick Leonard 


FLANDERS 



landers. Star Region in 
Europe. This is a bold 
claim, yet one which is 
made with quiet confi- 
dence and backed by an enviable 
track record. 

Flanders has for centuries been a 
hub of trade and culture, and its 
patronage of the arts and learning 
has always been a direct conse- 
quence of the wealth generated 
through commerce and trade with 
Europe and the woridL 

A proud past is not enough to sur- 
vive and continue to prosper in a 
world of fierce commercial competi- 
tion, however. Not content to rest 
on past achievements, the Go- 
vernment of Flanders has introduced 
a number of financial incentives to 
encourage more international invest- 
ment. 


Twelve good reasons to 
invest in Flanders 

Flanders is located in the heart of 
the main Western European markets 
and the EC decision-making centre 



STAR REGION 
IN EUROPE 


Excellent infrastructure facili- 
ties: Brussels International Airport - 
Three major, modern seaports - 
Superb illuminated, toll-free motor- 
ways 

Highest per capita exports in the 
world 

At the crossroads of Latin and 
Germanic cultures, and hence an 
ideal test market for Europe- 

lit Highly diversified industrial 
base with unlimited sub-contracting 
opportunities 

it Highly qualified, motivated and 
productive work force 

Highest number of quadrilin- 
gual speakers in the world 

■$T One of the lowest inflation rates 
in Europe and the industrialised 
world 


Readily available real-estate at 
competitive prices 

Tailor-made Incentives offered 
by the government 

Ideal research and development 
environment thanks to exemplary 
cooperation between the universities 
and industry. 

Quality of life 

A series of travelling presentations 
have been scheduled as investment 
seminars, chaired by the Minister- 
President of the Government ot 
Handers, from April to September 
1993 to introduce "Flanders. Star 
Region in Europe" in Utrecht, 
Birmingham, Boston. San Francisco 
and Silicon Valley, Taipei, Seoul, 
Tokyo, Stockholm and Milan (with a 
specific programme for each city i. 


For more information on investment 
opportunities in Flanders or on the 
seminars themselves, please return 
tite form below duly filled in to toe 
Flanders Investment Office iFIOC 
Headquartcrsl. 


FIOC-Headquarten 
JoSCC Mucker. 
Managing Director 
Mariaes&traai. 1 
1000 Brussels, Belgium 
Td. 32-2-5073852 
32-2-507 38 70 
Fix 32-2-507 38 51 
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FI OC- Asia 
Ben DeSmil 

Arcadia Argps - Blue A 01-05 
23S Arcadia Road 
Singapore 1 128 
Republic ot Singapore 
TeL 65-467 Mil 
Rw *54*77057 


FIOC-USA East 
Luc Dc Brouckere 
70, Walnut Street 
Wdlcsncv, 
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TeL 1-617-2398225 
(-6(7-239 829b 
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Filip Vandenbu&scbe 
39, Sharer Drive 
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CA 94027 -USA 
TeL l-415-36o 6b 10 
Fax 1-415-36662 11 


FIOC-Sc*ndiiuvia 
M. runts Bauson 
World Trade Center 
&A7U.W6 
10724 Stockholm 
Sweden 

TeL 46-tt-7uao2U5 
Fax 4fe-Jwfl06rU7 
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MANAGEMENT 




IN A business 
where brands are a 
company's most 
cherished assets, 
abolishing the post 
of brand manager 
may not seem a bril- 
liant idea. Yet last 
October, Elida 
Gibbs, the UK personal products 
subsidiary of the Angio-Dutch Uni- 
lever group, did just that. For good 
measure, it scrapped its sales 
department, too. 

Instead, the company's brands - 
which include Faberge Brut. Pears, 
Signal and Tnnotei - are now the 
responsibility of a new breed of 
executives known as brand develop- 
ment managers, while the former 
sales team has been re- bom as the 
"customer development process”. 

The title changes are for more 
than cosmetic. Behind them lies a 
drive to shake up traditional meth- 
ods which has radically trans- 
formed the way Elida Gibbs oper- 
ates, from research Laboratory to 
supermarket shelf. It is, in effect 
though not in name, a thorough "re- 
engineering” exercise. 

Tony Burgmans, director of Uni- 
lever's worldwide personal products 
business, compares the upheaval 
with the recent revolution in organ- 
isation and working practices which 
Japanese competition has forced on 
western industries such as cars. 

In common with many manufac- 
turers in those sectors, Elida Gibbs 
has eagerly embraced concepts such 
as teamwork, empowerment and 
total quality. But unlike them, it 
has been unable to find inspiration 
from other companies in the same 
business. 

The experience has turned it into 
a testbed for new techniques within 
the Unilever group. 

The most potent external force for 
change was not competition (Tom 
Japan, but pressure from Britain’s 

“The changes would 
have been impossible 
to implement without 
training - it opened 
people’s minds” 


There has been a revolution at Elida Gibbs - from the 
factory floor to the sales team, writes Guy de Jonquieres 

A clean break 
with tradition 


big retailers, through which most of 
Elida Gibbs' products are sold. By 
the late 1980s. several felt the com- 
pany, though still UK market 
leader, was failing to keep up with 
the times. 

“Two or three years ago, Elida 
Gibbs' delivery standards were dire 
and their ordering systems 
archaic," says Michael Rosen, direc- 
tor of non-foods at J.Sainsbury, 
Britain's biggest supermarket 
group. “The whole thing was sham- 
bolic. They were nearing the point 
of losing a lot of business.” Now, be 
says, the company is one of Salis- 


bury's most efficient suppliers. 

The route to recovery began on 
the factory floor. With backing from 
Mike Perry, Burgmans' predecessor 
and now joint chairman of Unilever. 
Elida Gibbs introduced team-work- 
ing at its plant at Seacroft; near 
Leeds in 1988. 

Responsibility for each produc- 
tion line has been transferred to 
those working on it, who are 
encouraged to co-operate continu- 
ously to solve problems and 
improve efficiency. They are also 
given fuller information about the 
company's performance and overall 
strategy. 

Initially, the switch faced scepti- 
cism from trades union officials and 
older middle managers. To win 
acceptance, the company put its 
1.000 employees through three-day 
courses on total quality, run by 
teachers selected from the work- 
force. 

"The changes would have been 
absolutely impossible to implement 
without training - it opened peo- 
ple’s minds," says Jon Riches, per- 
sonnel director, who has overseen 
an increase in the company's train- 
ing budget from 0.5 per cent to 1.3 
per cent of sales since the late 
1980s. This year, he aims to give 
every employee 10 days’ training: 

The new approach has produced 
some big gains. In the past three 
years, changeover time on one pro- 
duction line has been reduced to 
less than four hours, from a day 
and a half, while annual lost-time 
accidents at Seacroft have been cut 
by three quarters. 

In parallel, a drive to improve 
customer service has increased 
from 72 per cent to more than 90 per 
cent the proportion of orders cor- 
rectly completed. In the past year, 
"right first time" performance at 
the plant has risen six percentage 
points to more than 90 per cent 
The bottom line has benefited, 
too. Between 1989 and 1991, pre-tax 
profits rose by 73 per cent and mar- 
gins widened from &5 per cent to 10 
per cent. Though recession checked 
the improvement last year, sales 
grew by 9 per cent (see table). 

But as experience with the new 
approach grew, managers became 
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aware it needed to go still further. 
They realised that efforts to boost 
production efficiency were tackling 
only one link in a chain which con- 
nected every part of the business. 

One result was a new policy 
towards suppliers. In three years, 
their numbers have been cut by 
more than a third and they have 
been given more responsibility for 
quality control, testing and develop- 
ment. But. the biggest break- 
through has been the recognition 
that the traditional division of the 
company into separate functions, 
such as research or distribution, 
had become a serious handicap. By 
compartmentalising management, it 
was frustrating efforts to speed up 
innovation and increase flexibility. 
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Last autumn, management was 
re-structured into teams and man- 
agers’ roles redefined on the basis 
or core business "processes", such 
as the supply chain (manufacturing 
and logistics) and commercial 
affairs. These "seamless teams”, as 
Burgmans rails thpm , are intended 
to involve all parts of the business 
in decisions at every stage. 

According to Helmut Ganser, 
Elida Gibbs' chairman, the new 
brand development managers are 
the linchpins of the system. They 
are the prime movers behind prod- 
uct innovation and have wide 
authority to pull together the tech- 
nical and management resources 
they need to see projects through. 

To enable them to concentrate on 


the longer-torn business of building 
brands, many of tirn fey-today deal- 
ings with retailers which absorbed 
much of the former brand manag- 
ers’ timp have been entrusted to the 
customer development managers. 
Thefr priority is to s atisf y growing 
itoimnib from large retailers that 
suppliers work with them to 
increase the sales and profits of 
entire product categories, rather 
than just push their own brands. 

The teams are said already to 
have broken down barriers and 
encouraged wider participation 
across the company. Burgmans says 
group ^Kriginn-wiaklng has reached 
the point where "you often don't 
know who made a suggestion first”. 

In April, Elida Gibbs launched the 
first product of the new system. An 
aerosol deodorant — named Brut 
Aquatonic - was developed in less 
than six months, half as long as 
would have been needed previously. 

Burgmans reckons the develop- 
ment time today could be as little as 
three months. But he stresses the 
biggest advantage of the reorganisa- 
tion is that it enables the company 
to u nfertek a more ambitious pro- 
jects, rather than just to keep doing 
the »mmp things more quickly. 

Top managers should get a more 
precise picture of how the reorgani- 
sation is working when they review 
it this week. But the real test of its 
success will lie in the market - and 
in tire reaction of retailers. 

Boots. Britain’s largest chemists’ 
chain, says Elida Gibbs now takes a 
more cooperative attitude towards 
developing new product markets: 
"We have a much more satisfactory 
dialogue than in the past They now 
recognise that retailers are far 
closer to the consumer than they 
can possibly be.” 

Sainsbury’s Michael Rosen 
praises Elida Gibbs for "great 
strides” to improve distribution and 
service, but says its sales are still 
spread across too many brands, 
some of which - such as Pears - it 
has failed to develop folly. 

Ganser at least partly accepts the 
criticism, saying he plans to focus 
more support behind fewer brands 
in future. 

But the challenges go beyond the 
UK. As Unilever integrates its Euro- 
pean operations, Elida Gibbs will 
need to work more closely with sis- 
ter companies on the continent. It 
already has Europe-wide responsi- 
bility for developing deodorants and 
a growing share of production is for 
o ther European markets. 

Not surprisingly, Elida Gibbs' 
managers are keeping an open mind 
about the results of the reorganisa- 
tion. Says Riches: "Ask us again at 
the end of next year. It is still too 
early to say we have got it right.” 

Previous articles in the series have 
appeared on May 24, June 2, 11, 18. 
24 and July 5. 
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” SpoTtheliicks 
of the trade 

It pays to be wary of consultants, 
says Christopher Lorenz 

a consultant who turned aucuuu^ Both are 

out to be an . ™ S ZL S5d than Gnmberg 


H ave you ever employed 
a consultant who turned 
out to be an 

organ-grinder, a Swiss cheese, 
or a Mercedes? Did he or she 
"fake if, use perpetual motion, 
indulge in role reversal, or 
employ the "CIA approach”? 

You may not know it - even 
less admit ft - but yon have 
almost certainly suffered at the 
hands of at least one of these 
phenomena. For they are all 
variants of the tricks which 
management consultants have 
pulled on their clients from time 
to time. 

This information comes 
courtesy of an inrider, Michael 
Gnmberg, nm wag in g director 

ofStoy Hayward Consulting, a 

medium -sized British firm. 
Though one of the slickest talkers 
around, Gnmberg denies that 
he or his firm use such tricks 
of tiie trade. But he is not 
ignorant of them. 

At a meeting last month of the 
Strand Group, an informal 
association of in-house 
consultants for large companies 
in the UK. Gnmberg was invited 
to give an external perspective 
of tiie way consultancy woxk is 
bought and used. In an otherwise 

serious presentation about the 

ways in which different 
consultancies operate, he threw 
In two slides which dried "the 
stunts they pull" (with the 
emphasis on the "they”). To 
distance Stoy Hayward further 
from such practices, he omitted 
its logo from the slides. 

The first list covered the "sales 
eyrie” (selling to clients), and 
described 13 types of 
misbehaviour. First came the 
“organ grinder” - where the team 
which does the selling is for more 
high-powered titan the one which 
actually carries out tiie 
assignment. As most clients 
would confirm, this is for from 
uncommon. 

Then there is "smoke and 
mirrors”: a consultancy claims 
that its proposed approach, or 
course of action, is " s tructu re d, 
sophisticated and proven”, but 
in foot it has yet to be tested. 

Next come "gold-plating” (a 
methodology or activity which 
is not essential), and the "trojan 


horse”: a low-cost exercise 
calculated to "front-end” further 
work out of the client Both are 
more widespread than Gnmberg 
implied. ■ 

Leaping a bevy of other 
intriguing practices, from 
"surgical bypass” ^"barrow 
boy”, one arrives at the Mercedes 
stunt, where the client receives 
only the basic model and 
everything else is extra. In the 
Swiss cheese, consultants leave 
deliberate gaps in the work they 

tender, in order to “facilitate 

extensi ons” from the client as 
Gnmberg put it 

Turning to tricks used when 
a consultant has bid successfully 
- by whatever means - and is 
executing an assignment 
Gnmberg defined “faking it” as 
rely ing on the client’s 
in ex perience and Lack of 
knowledge; “perpetual motion” 
as staying on forever; role 
reversal as training on-the-job 
at the client's expense (which 
is for from uncommon); and the 
-CIA approach” as Consulting 
in Absentia - sub-contracting 
the work to others in covert 
fashion. 

Then there’s “hidden talent 
(the exaggeration of per diem 
work); “car service” (the 
allocation of general overheads 
as job-specific expenses); and 
"carbon copy” - using previous 
client work without adjusting 
it This is one of the most regular 
(mal)practices of all, too many 
clients have learned to their cost 

Gnmberg concluded with a 
list of tips to clients on how to 
avoid being taken to the cleaners 
in these and other ways. They 
included: know what you want 
to achieve; write it down; identify 
the real experts; read their 
tenders very carefully; evaluate 
formally and on a range of 
criteria; and treat consultants 
as consultants, not “terrorists” 
and negotiate with them, 
"especially on the detail of the 
deliverables”. Above all, "manage 
the consultancy” and measure 
its success. 

Gnmberg was too polite to say 
so, but all that is easier said than 
done. You may even need a 
consultant to advise you how 
to do it 


PEOPLE 


Meehan moves to Mothercare 


Mothercare, the children’s and 
babywear retailer that is part 
of the Storehouse group, is 
replacing its finance director. 

Mothercare says Paul Ryan, 
finance director since joining 
from Budge ns. the supermar- 
ket chain, in 1989. has resigned 
from the group to pursue other 
interests nearer to his Leices- 
tershire home. 

His replacement Is Andrew 
Meehan. 38, who joins from 
Sears, where he has been 


GWR boosts 
its board 

Great Western Resources, the 
UK-quoted oil, gas and coal 
company which last year suf- 
fered an unwelcome torrent of 
publicity over its flamboyant 
former chairman Dan Pena, 
has named two non-executive 
directors to its already 10- 
strong board Donald Clayton 
and Joseph Reid mil be among 
a team of eight non-executive 
and four executive directors. 

Howard Wolf, the company 
doctor who replaced Pena as 
chairman in 1991 following a 
shareholder rebellion, says the 
appointments mark GWR’s 
move from “the whisky and 
society columns to the busi- 
ness pages”. 

Clayton. 56. is better known 
to observers as the driving 
force behind the development 
of Meridian Oil, owned by Bur- 


finance director of the sports 
and leisurewear division. 

Meehan trained as an 
accountant with Coopers & 
Lybrand and spent time at 
Chase Manhattan and Air 
Products before joining the 
Burton Group, where he held 
senior financial posts in the 
Top Man, Principles and Bur- 
tons chains. He joined Sears in 
1987 and was finance director 
of Selfridges department store 
before moving to sports and 


lington Resources of the US, 
since 1987. In February, Wall 
Street was taken aback by 
Clayton's abrupt and unex- 
plained departure from Bur- 
lington. just eight months after 
being promoted to president of 
Meridian's parent company. 

Reid, an oil and gas consul- 
tant in his early 60s, was Clay- 
ton's predecessor as chief exec- 
utive of Meridian (Ml. He was 
also president and chief execu- 
tive of the natural gas com- 
pany Superior Oil, taken over 
by Mobil OH in 1984. 

GWR, which had been in dis- 
pute with one of its largest cus- 
tomers. recently came out of 
Chapter 11, a form of protec- 
tion from creditors supervised 
by the courts. The group 
reported an interim loss of 
$2.03m in May, against 513.6m 
the previous year. 

■ Archibald Ramsay is retir- 
ing from NORTH WEST 
WATER. 


leisurewear. 

Mothercare 's performance 
has already started to improve 
thanks to the reform pro- 
gramme begun by former 
Storehouse chief executive 
David Dworkin, and being con- 
tinued by his appointee Ann 
Iverson, Mothercare's chief 
executive, but the programme 
is less advanced than that at 
sister chain BHS.Meehan is 
expected to work closely with 
Iverson on strategic planning. 


Barry Maiden 
moves over to 
Queens Moat 

Andrew Coppel, who last week 
took over as chief executive of 
Queens Moat Houses, has 
made his first important 
appointment Barry Maiden is 
to become finance director of 
the UK hotel division. 

The appointment comes 
after Coppel decided that the 
UK part of the business should 
be run as a separate company, 
rather than directed from 
group headquarters. The UK 
business, whose shares were 
suspended last March, is in 
urgent need of new financial 
and management controls, 
Coppel says. 

Maiden, 43, was finance 
director of Hilton UK for three 
years and before that finance 
director at Threshers, the 
drinks retailer. 



CONSTRUCTION CONTRACTS 


Hozelock plant for Bir mingh am 


Mike Jones. 49, who steps 
down as chief executive of the 
Association of British Insurers 
on August 10, has been 
appointed to a newly created 
post of head of corporate 
affairs at Sun Alliance, the 
composite insurance company. 

Jones, who has worked for 
insurance trade associations 
for 25 years, decided to leave 
the ABI some months ago after 
it was announced that Maris 
Boleat, the director-general of 
the Building Societies Asso- 
ciation. was being brought in 
above Jones' head to be the 
ABFs first director-general 


HOZELOCK has announced 
plans for a factory in Birming- 
ham. 

Work on the 10 acre site is 
due to start in August and the 
new manufacturing facility - 
representing an investment of 
£8.5m - is expected to be oper- 
ational by the autumn of 1994. 

It will house all the manufac- 
turing and assembly lines for 
Hozelock's ranges of watering 
equipment, sprayers, garden 
electrical and housewares 
products. 

The new plant is expected to 
provide for the planned expan- 
sion of the company into the 
2lst century. Some 65 new jobs 
will be created. Increasing 


Hozelock's Birmingham work- 
force to 550. 

The single-storey building 
will initially afford 175,000 sq ft 
of factory space and has been 
designed to facilitate easy 
expansion up to 235.000 sq ft 
and for the addition of a mez- 
zanine floor. 

“This is a major undertaking 
which will ensure that we have 
the facility to increase our 
manufacturing capacity to sup- 
port the company s planned 
growth both in tiie UK and. 
particularly, the rest of 
Europe,' 1 said manag ing direc- 
tor, David Codling. 

Situated at Birmingham’s 
showpiece industrial estate. 


Midpoint Park on the A33 
trunk road five miles to the 
north-east of the city, the new 
factory is also sited for easy 
access from the M6 and M42 
motorways. 

It is also less than a mile 
from Hozelock’s computerised 
national distribution centre at 
Min worth which will further 
speed deliveries of 
finished products to the retail 
trade. 

Work on the 10 acre site is 
due to start in August and tiie 
new manufacturing facility - 
representing a total investment 
of £85m - is expected to be 
operational by the autumn of 
1994. 


New headquarters in Cardiff 


Which magazine do more than 10.000 
Mergers and Acquisition professionals read? 



OSPREY PROJECT MANAG 
BMENT, the project manage- 
ment company of the Fr anklin 
& Andrews group, has been 
appointed by NCM Credit 
Insurance (formerly ECGD), to 
project manage its relocation 
to a new headquarters building 
in Cardiff 

Osprey’s Cardiff office was 
originally appointed in Febru- 
ary 1992 to find suitable devel- 
opment sites for the building. 
A site was selected within the 
waterside location of Cardiff 
Bay. 

The headquarters, which will 


be built by developer Gros- 
venor Waterside, will cost in 
the region of Pi 9m with a fur- 
ther £4m being spent by NCM 
on the fit-out 

The building, which has 
been designed by Holder 
Mathias AJcock, is to be con- 
structed to an unusual and 
innovative design which will 
have a nautical look to it 

It will employ an environ- 
mentally friendly air-condition- 
ing system which is s imilar to 
those used in Scandinavia: it 
involves displacement ventila- 
tion and chilled beams and this 


is believed to be the first of its 
type to be used in the UK. 

The building will be devel- 
oped by Grosvenor Waterside 
to house NCM Credit who are 
moving out of the Welsh Office 
smee they became a commer- 
cial organisation in November 
1991. 

Osprey will proride full proj- 
ect management services: 
quantity surveying services on 
the fit-out contract will be car- 
ried out by Fr anklin & And- 
rews. Construction works will 
commence shortly and comple- 
tion is set for December 1994 . 


University computing facility 


EMNK 

on sale now £4.00. 



For subscription details: tel: +44 71 202 2006 

fax: +44 71 242 2439 


■RSL 1993 


FINANCIAL TIMES 

MAGAZINES 


Imperial Chemical Industries 
paints division has appointed 
John Hirst as the first ever 
chief executive of ICI Auto- 
colour, the world's largest car 
repair business outside the US. 
The unit was recently desig- 
nated by Ronnie Hampel, chief 
executive, as a core business, 
indicating that it is an area in 
which the company plans to 
achieve world leadership. 

Hirst’s appointment follows 
a restructuring of the business. 
All Autocolour around the 
world will report to him rather 
than the regional heads. 

Hirst 40, is a former finance 
director of ICI Paints’ French 
subsidary who became general 
manager of ICI Autocolour 
Europe in 1990. He speaks 
French, German and Portu- 
guese. 


The Leeds office of MOWLEM 
NORTHERN, a division of John 
Mowlem Construction, has 
been awarded contracts 
together worth 28.6m. The larg- 
est. worth approximately £4m, 
is to convert a listed mill into a 
school of computing and math- 
ematics for tbs University of 
Huddersfield. 

The nineteenth century mill, 
a six-storey b uilding which 
remained in working order 
until 1988, will be completely 
stripped and refurbished. 


together with an adjacent sin- 
gle-storey weaving shed. 

Scheduled for completion In 
August 1994. the refurbishment 
will preserve the character of 
the mill by cleaning and expos- 
ing original features such as 
cast iron columns, roof trusses, 
brick arched floors and solid 
masonry walls. It will allow 
students from the school of 
Computing and WiHttifrmaHrq to 
relocate under one roof with 
new facilities such as computer 
laboratories, sem inar rooms 


and lecture theatres, including 
a sunken theatre for 270 people 
in the weaving shed. 

Other work won by Mowlem 
Includes three design and build 
projects: a £L2m contract from 
En g l ish Industrial Estates for a 
factory at Hellaby lane, Rother- 
ham, a £lJ5m contract for a 
two-storey office development 
which will incorporate Hull 
Housing Action Trust’s new 
headquarters and a production 
facility extension for Arco 
Coatings, both in Hull. 


Foundation work for Cementation 


CEMENTATION PILING & 
FOUNDATIONS, part of Trafal- 
gar House Construction, 
recently commenced work on 
new projects valued at £4^m. 

The company has won the 
enabling works contract for 
the Royal Mail’s Bournemouth 
mechanised letter office. Work 


on the site includes construct- 
ing 803 driven cast in situ pQes 
to support the main structure 
and ground improvement 
using Cementation’s patented 
Cemcol process to create 1,000 
stone columns. 

hi Manchester a Sollmec rig 
is being used to construct CFA 


piles to a depth of 12 metres 
and loadbearing capacity of 
between 1350kN and 3300kN for 
an indoor gymnastic arena. 

The project is part of the 
first phase of a £200m redevel- 
opment of the Victoria Station 
site, as part of the city’s bid to 
host the 2000 Olympic games. 


Housing all the manufactur- 
ing and assembly lines for 
Hozelock's ranges of watering 
equipment, sprayers, garden 
electrical and housewares 
products, the new plant is 
expected to provide for the 
planned expansion of the com- 
pany well into the 21st cen- 
tury. 

Some 65 new jobs will be cre- 
ated, increasing Hozelock's Bir-. 
mingham workforce to 550. 

The single-storey building 
will initially afford 175,000 sq ft 
of factory space and has been 
designed to facilitate easy 
expansion up to 235,000 sq ft 
- and for the addition of a mez- 
zanine floor. 


Alfred 

McAlpine 

gamers 

orders 

ALFRED McALPINE 
BUILDING has been awarded 
contracts worth £30m since the 
end of March. 

In the north, the company 
continues its success in secur- 
ing stadium redevelopment 
work with the award of Phase 
11 of Blackburn Rovers Football 
Club's stadium improvements 
at Ewood Park, with a value of 
£4Sm. 

Alfred McAlpine Building 
North is also set to start work 
on the £5.3m Conway Park 
Swim min g Centre for Wirral 
Borough Council and has 
already begun work on a 
Strathclyde social housing con- 
tract worth almost gim 

The Midlands region has 
won a £5.4m contract for Safe- 
way to erect a store and petrol 
filling station in Liskeard, 
Cornwall. The company has 
been appointed to carry out the 
re-roofing of the north stand at 
Coventry City Football Club, 
together with construction of a 
new east stand and associated 
worth in excess of £3m. 

McAlpine Building 
Midlands also commenced 
woik m April on the develo> 
ment and refurbishment of 
hsted buildings in Edgbaston 
to provide a three-storey office 
development with a value of 
Finally, Alfred McA^ine 
Mjtofpment has been awarded 
assign and build contract for 
at New Milton valued at 
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This Is the time of year lor the 
Munfry house visit. Interna- 
tional tourists and easer 
National Trust members are 
paying to glimpse the espe- 
cially English ensemble of the 
great house with its collections 
and grounds. Throughout the 
land a quiet procession threads 
rts way through silent rooms - 
carefully keeping on the right 
side of the ropes and speaking 
m awed whispers. How much 
do we really see on the country 
house tour, and how much do 
we really understand about 
what is spread before us ? 

The great moment aestheti- 
cally in the English, house is 
the eighteenth century. To 
assist us with the understand- 
ing of this period a valuable 
new book has been published - 
Eighteenth Century Decoration : 
Design and the Domestic Inte- 
rior in England by Charles 
Saumerez Smith, (Weidenfeld 
and Nicolson, £50). it is the lat- 
est volume in the very compre- 
hensive series that looks at the 
way interiors are depicted, by 
collecting together as much 
contemporary illustrative 
material as possible. In the 
case of the eighteenth century 
there are plenty of architects' 
drawings, pattern books, paint- 
ings and prints that do, when 
they are analysed, present a 
clear picture of life indoors at 
Che time. A careful reading of 
Mr Saumerez Smith's book will 
open the eyes of visitors to 
country houses and give them 
a head start in understanding 
why the rooms look the way 
they do and how they were 
designed for use. 

There is relatively little pub- 
lished in this country that is 
serious on the subject of his- 
toric interior decoration. Mr 
Peter Thornton has done a lot 
to rectify this and his pioneer- 
ing book on the seventeenth 
century interior in England 
and Holland set a very high 
standard. He went on to write 
the badly titled but rewarding 
book. Authentic Decor which 
updates to an extent the work 


Architecture/ Colin Amery 

house as time machine 


Eighteenth century allure: a design for a library interior by Bentley 


of the master, Mario Praz, who 
gave us the gospel of interior 
decoration and its history. 
Anyone writing about interior 
design in the eighteenth cen- 
tury in England has to match 
the work of John Fowler and 
John Comforth who published 
the key work in 1974 - English 
Decoration in the eighteenth 
century. Peter Thornton and 
John Cornforth have tried hard 
to show that our aesthetic 
response to eighteenth century 
rooms may well be a response 
that is conditioned by the cur- 
rent look of rooms and houses 
that were all substantially 
reorganised in 1910. 

The author of this important 
new book uses as Ms visual 
sources, paintings, prints and 
architects' drawings. The book 
is a rich visual feast but one of 
those books where the reader 
is really helped by being taken 
by the hand by the author and 
gently guided into new ways of 
interpreting old visual sources. 


When Mr Saumerez Smith is 
confronted by a painting by 
Zoffany or one of Arthur 
Devis’s wooden compositions, 
he helps os to see them as doc- 
umentary sources that reveal a 
lot about the look of the 
period. They also reveal a set 
of social relationships that 
need to be carefully inter- 
preted. 

The author must have found 
it diffic ult to select from the 
quantity of material that exists 
for the period. He has bril- 
liantly found a great deal of 
unpublished material, and his 
commentary alyi reveals hid- 
den elemen ts in familiar 
images. He is right to comment 
upon the growth in importance 
of the spread of possessions 
amongst all classes as the eigh- 
teenth century progressed. The 
developing range of manufac- 
tured products enabled a wide 
range of people to see their 
immediate surroundings as 
expressions of themselves. The 


fine arts express this to a 
degree - especially architecture 
which began to organise 
domestic interiors in terms of 
display. 

One of the best sections of 
this enthralting book for me 
was the one devoted to the 
impact of the great architect 
Robert Adam. Adam's career 
thp Second half of the 
eighteenth century. He went 
on the Grand Tour in the 1750’s 
and met the influential 
Charles- Louis Clerisseau in 
Florence from whom he 
learned how to study the 
antique and bow to draw. This 
book shows us some of the per- 
fect results of this study at 
Kedteston. Syon, Kenwood and 
Home House. Adam under- 
stood the complete nature of a 
room - how to design walls, 
floor and celling as well as the 
furniture. Johann Zoffany as a 
leading artist and contempo- 
rary of Adam also understood 
the total domestic realm in his 


paintings and the examples 
shown here reveal not just 
family fife but also the totality 
of the design of rooms and fur- 
niture. 

The role of tbe craftsmen 
and the pattern books of the 
period is dearly explored in a 
way that rightly emphasises 
the importance of the skilled 
artisan and demonstrates how 
printed books and engravings 
helped the spread of stylistic 
knowledge from France and 
Italy to London, from Lon- 
don to the provinces. 

Above all this book took me 
into a world of refinement and 
taste leavened by satire and 
tbe perceptions of Hogarth. I 
felt by the end that I had lived 
briefly in the eighteenth cen- 
tury. I admired Mr Saumerez 
Smith’s learning and visual 
sense and I coveted the archi- 
tectural wallpaper shown in an 
interior of 1780 to the extent 
that I might well consider 
copying ft 


Theatre/Andrew St George 

Rope ensures a reputation 


New York/Karen Flicker 

Fool Moon 


F ew plays now can 
afford an actor the 
chance to say “Yon 
swine, . you filthy 
swine" without causing a rip- 
ple of mirth in the theatre. But 
those closing tines of Patrick 
Hamilton’s taut psychological 
thriller. Rope, ring like a tocsin 
round the Minerva Theatre, 
Chichester, where Keith Baxter 
has successfully revived the 
1929 classic. 

Rope shows how two Oxford 
undergraduates, Brandon and 
GraniUo. murder their friend 
Ronald. They conceal the body 
in a chest, and invite Ronald’s 
father, aunt and assorted 
friends to dine off the same 
chest But one of the guests, a 
louche poet called Rupert Cad- 
ell, discovers their perfect and 
motiveless crime. 

Stage time and theatre time 
are identical. After two hours, 
the dinn er service is cleared, 
and the questions from Rupert 
become more probing. Before 
Brandon and GraniUo can 
makp off with the body, Rupert 
returns, confronts them, and 
wrings a confession. 

Hamil ton's writing is every- 
where detailed, the stage direc- 
tions punctilious: “He responds 
vaguely, as one who has only 
half understood". Yet it is also 
powerful, making psychologi- 
cal sense of the “foul, lewd and 


infamous jest", fashioning a 
drama of Jacobean scope and 
Jonsonian bravado. The play 
moves the thriller genre into 
drama, but does so by avoiding 
the whodunnit formula. 

The direction (Keith Baxter) 
serves the purpose exactly. 
Each time new information 
arrives, the situation and the 
characters change. The open- 
ing, completely dark except for 
the two actors’ glowing ciga- 
rettes which identify them, is 
all tension and uncertainty. 
“Do you think we’ll get away 
with it?" The dinner-party per- 
formance which follows man- 
ages to maintain the sense that 
Brandon and GraniUo are both 
acting and reacting as circum- 
stances change. The action 
sprawls over the false-perspec- 
tive set, a thunder storm wor- 
rying at the murderers 
throughout 

The acting of tbe three prin- 
cipals keeps pace with the sub- 
tleties of Hamilton’s plot Bran- 
don (John Barrowman) 
differentiates himself neatly 
from the less expansive and 
much surlier GraniUo (Alexis 
Denisof). Throughout the 
party, both indulge the thrill of 
a healthy crime and the sprez- 
zatura of its execution. Both 
characters drink heavily, and 
at times stagger round the 
stage tike bleary bachelors at a 


stag party. But their inter- 
changes have an excitement 
and breathlessness bom natu- 
rally out of their situation. 

Rupert (Anthony Head) is all 
fastidiousness and frolic, a cul- 
tured creature already 
world-weary and bored, but 
witty enough to know it “Of 
course I honour my parents. I 
send them a telegram of con- 
gratulations each year on my 
birthday." Whether the killers 
will hang depends on his atti- 
tude, a kind of late nineteenth- 
century decadence which finds 
its own moral standards when 
pressed. Head has the charac- 
ter down, fiddling at a ciga- 
rette, twitching at his cloak. 

Elsewhere Simon Chadwick 
and Debra Beaumont are per- 
fect as the hooray guests, 
while Richard Warwick adds 
commendatorial weight as the 
victim's father. Sir Johnstone 
Kentley. 

Hitchcock adapted Hamil- 
ton's play in 1948, and it has 
remained a classic for exactly 
the reasons which mark its 
success here: it is, like Hamil- 
ton’s other plays, tense, uneasy 
and psychologically acute. 
Hamilton died at 58 in 1962. His 
neglected fame should hang on 
more than just Rope. 


Minerva Theatre, Chichester, 
until 7 August 


Fool Moon is one of the most 
aggressively insubstantial pro- 
ductions to open on Broadway 
recently. It consists of its Wo 
multitalented performers, 
David Shiner and Bill Irwin, 
goofing around for two hilari- 
ous hours, backed by the lively 
5-piece urban hillbilly band the 
Red Clay Ramblers. 

Irwin, the personality famil- 
iar from his tv, film and stage 
appearances, is in good- 
hearted. rubber-bodied form; 
Shiner, the gangly down from 
Cirque du SoleU’s Nouvelle 
Experience, dominates the 
evening and is its revelation. 

In the spirit of classic vaude- 
ville, there’s no semblance of a 
traditional plot linking the bits 
that Shiner and Irwin play out 
alone and with each other, the 
band, and the audience. What 
almost holds the show together 
- are the personae the perform- 
ers adopt, which signal to the 
audience that we are in a 
down-land. 

Irwin’s persona is sweet- 
faced and bemused, the inno- 
cent victim of external forces, 
tike the weird magnetic pull 
always threatening to suck 
him offstage, and the unseen 
prankster who yanks the cord 
every time Irwin tries to speak 
into a microphone (neither per- 
former utters a word during 
the show.) 

Shiner spends most of his 


time poking fun at audience 
members. He climbs over rows 
of seats to find the marauder 
in “his" chair, borrows some- 
one's camera and then 
destroys it (not really) and in 
the evening's funniest seg- 
ment, brings people on stage to 
help him pretend-make a silent 
movie. 

If Fool Moon is “about" any- 
thing, it’s how willing people 
are to follow Shiner's charis- 
matic lead. Everyone mimes, 
understanding instantly that 
his is a silent world; New York- 
ers never seen without hands 
on their pocketbooks surrender 
fur coats and wallets to him; 
reticent folks end up rolling 
around the stage in a passion- 
ate mock embrace. Watching 
others abandon inhibition is a 
guilty pleasure. 

While Fool Moon's lack of 
structure lends it a wonderful 
freshness and simplicity, the 
show does feel slightly under- 
conceived and nnderrehearsed. 
Perhaps an outside eye - no 
director or writer are credited 
in the programme, so presum- 
ably Shiner and Irwin filled all 
creative roles themselves - 
could have given the show the 
edge that it needed to become 
something more than the 
charming diversion it is now. 


Richard Rogers Theatre. 
Broadway 


Cheltenham Festival/Andrew Clements 

Miller’s Secret 


Marriage 


The Secret Marriage is the 
well-made 18th-century opera 
par excellence, which estab- 
lished its awn niche in operatic 
history from the very start 
when it was encored in its 
entirety at its first perfor- 
mance. There may be nothing 
remarkable in Cimarosa’s 
music, especially for a work six 
years’ younger than The Mar- 
riage of Figaro, or intricate 
about tbe development of the 
plot. But set up its comic 
mechanism convincingly and 
the two acts unwind with a 
succession of surefire jokes 
and persistent good humour. 

Opera North's new produc- 
tion, put before the public for 
the first time at Cheltenham 
last Thursday, applies effective 
enough lubricant to that comic 
clockwork. The staging is Jon- 
athan Mailer’s, marks the 
beginning of his rehabilitation 
in British operatic life after 
more than five years of self-im- 
posed exile since be directed 
Oandide for Scottish Opera in 
1988. After Cheltenham the 
show repairs to the Buxton 
Festival, where it will form one 


element in a Miller package 
alongside his production of 
Donizetti’s Maria Stuanta that 
opened in Monte Carlo earlier 
in the year. 

With designs by John Conk- 
lin (a tastefully marbled, duck- 
egg blue interior) and purpose- 
ful conducting by Roy Laugh- 
lin this Secret Marriage makes 
a pleasant, likeable show. 

The concept is straightfor- 
ward enough; the action is 
transplanted from 18th-century 
Bologna back to Regency 
England, to the world in which 
Colamn and Garrick set the 
play from which Cimarosa’s 
libretto was taken. 

Tbe opera is sung in very 
dearly comprehensible English 
(a new plain translation by 
Simon Rees, not without some 
seemingly unintentional double 
entendres); Geronimo takes on 
a Yorkshire accent you could 
cut with a knife a self-made 
man from the burgeoning 
industrial age if ever you saw 
one and Count Robinson 
becomes another firm exam ple 
of the English aristocracy, 
doubtlessly inbred. It's a sensi- 


ble, untroubiing piece of thea- 
tre, carefully worked out by 
Miller and perkily rendered by 
his cast 

Andrew Shore’s Geronimo is 
the latest of Ms portrayals of 
bourgeois bumptiousness, a 
bumbling cousin to his Don 
Pasquale; he handles the 
accent splendidly, times his 
entrances and exits perfectly, 
delivers all his gags with per- 
fect deadpan. He's well 
matched against Jonathan 
Best’s guileless Robinson and 
Tamsin Dives’ bustling 
Fidalma. 

The young people are spirit- 
edly taken. The Elisetta, the 

American Kate Egan, was mak- 
ing her British debut; she sings 
cleanly and cultivates a good 
mode of risible disdain. Anne 
Dawson is a wholesome, perky 
da retina and Mark Curtis a dil- 
igent Paolino. All of them are 
stylish, attentive performers; 
the pace is never allowed to 
falter. 


Everyman Theatre, Chelten- 
ham; sponsored by Cray 
Research (UK) Ltd 


Theatre /Malcolm Rutherford 

Dubious voice of Satan 



Denys Hawthorne and Sean Murray in The Terrible Voice of Satan 


N ot everything at the 
Royal Court is won- 
derful. While David 
Mamet's Oleanna is 
playing to packed audiences in 
the main house, a much more 
dubious production, though 
also well-attended, is taking 
place in the Theatre Upstairs. 
Gregory Motion’s The Terrible 
Voice of Saum Is an example of 
a talented playwright losing 
his way, and one can’t help 
thinking that it was the Royal 
Court influence that led him 
beyond temptation. 

Motion was a specialist In 
the obscure to begin with, as 
anyone who saw the recent 
revival of his A Message for the 
Broken Hearted at the Batter- 
sea Arts will testify. He can 
write beautifully, but it is not 
always clear what he means 
nor who or even where his 
characters are. By the stan- 
dards of The Terrible Voice, A 
Message was a model of clarity. 
The new play Is all over the 
place, including under the 
Irish Sea. 

The Court must have some 
responsibility. Most of its best 


productions in tbe last year or 
two have been either Irish or 
American. Yet it can be dan- 
gerous to point indigenous 
playwrights in foreign direc- 
tions. 

The Court sent the once 
promising Martin Crimp to 
New York to learn about 
America. He then wrote The 
Treatment, which showed not a 
hint of American subtleties or 
the American talent for 
self-parody. In The Terrible 
Voice Motion has gone very 
Irish, but to no great avail 

Irishaess apart, the main lit- 
erary influences on the piece 
seem to be Marlowe’s Dr Fans- 
tus and, even more blatantly, 
Coleridge’s The Ancient Mari- 
ner. modest titles for Mg works 
- a practice stood on its head 
by Motton-A few lines from 
Mephistopheles in Dr Faustus 
say it all: “Why this is Hell, 
nor am I out of it Thinkst thou 
that I, who saw the face of 
God, And tasted the eternal 
joys of Heaven, Am not tor- 
mented with ten thousand 
Hells?" I suppose that’s 
roughly what The Terrible 


Voice is about. Motion adds 
priests, sex, the IRA and a 
whole lot of gimmicks without 
moving forwards. The Ancient 
Mariner comes in with the 
albatross, in this case a magic 
bird initially huge and finally 
slung dead, and much dimin- 
ished, around the waist of the 
principal character, Tom. as 
the boat in the Irish Sea runs 
into a storm. Don't forget that 
the word “bird" nowadays has 
more than one meaning. 

The play is very well 
directed by James Macdonald. 
There are catching scenes of 
miniature cars along a track in 
a funeral cortege in the back- 
ground, and a foil-size bicycle 
in the foreground with strip- 
tease and simulated sex some- 
where in tbe middle. Some of 
the staging draws on the 
National Theatre's Carousel. 

I wouldn't fault the perfor- 
mances, especially Sean Mur- 
ray as Tom, but the play is a 
terrible fell from grace: Para- 
dise Lost 


Royal Court Theatre Upstairs. 
(071) 730 2554 
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THEATRE 

A new production of Neil Simons 
play Runaway, directed by Wolfgang 
Spier, opens on Thurs a t Komodie 
with previews tomorrow and Wed 
(882 7893). The Marlene Dietrich 
musical. Sag mir wo die Blumen 
and. runs daily except Mon at 

Theater am KurfOrstendamm (300 
6000). The Broadway musical 42nd 

Street runs daily except Mon 
July 25 at Metropo! Theater (2036 
4117). This month’s open-air 
repertory at FnalfchtbQhne an oar 
Zitadefle includes Schiliers The 
Robbers and Shakespeare sA 
Midsummer Night’s Dream (331 


Ives a concert tonight 
m (834 4073). There 
: and rock events at 
II and III (832 7097, 

'2 7370), and at Manene 
ter-Gontfoental 2602 

ar choral and orchestra 
Sendarmenmarid feature 
rarjy Orchestra on Trrura 

ische Oper Orchestra 


on Sat and Berlin Symphonic Sound 
Orchestra on Sun (2090 2488). Nigel 
Kennedy and band play at ICC on 
July 24 (6959 5959). Placido 
Domingo sings ai WakfbOhne on 
July 26 (301 5055). 


ONN 

na Tomowa-Sntow gives 
recital tonight at Bonn 
Tomorrow, Thurs, Sat 
co Aralza sings title role in 
Schroeter*8 new production 
her, conducted by Michel 
. Wed and Sun: Ken 
's production of Salome. 

1 and Pag. The company 
sserrts six performances of 
arimental Lohengrin opera 
Ian composer Salvatore 
©, opening at the Kunst 
ssteflungshalle on Fri. The 
isason runs till July 25 

n 

mmer-Wassilc Bonn’s 
r concert series Indudes 
Sinfonietta programme on 
Rheinisches Landesmuseum, 
g music by Tippett, Find, 
Straus and Dvorak. 

;he Philhamnonie Telekom 
Ives orchestral concerts at 
sdorfar Schtass on July 17, 
31. and at Bad Godesbergon 
and Aug 1 (655088/632500) 


MDR Symphony 
by Beethoven 
vfth piano soloist 
norrow. Mischa 
L Wed: Justus 
play Brahms’ 

Thurs: 


Cyprien Katsaris piano recital. 

Fri: Nazareth conducts orchestral 
works by Beethoven and Rave? 
(4842 323) 


■ FRANKFURT 

• A two-week baJJet season evens 
at the Opera House tomorrow with 
the first of four performances of 
William Forsythe’s As a Garden in 
this Setting. Britain's Royal Ballet 
gives a week of performances 
starting next Tues, with Anthony 
Dowell's production of Swan Lake 
and choreographies by MacMillan 
and Ashton (236061) 

• Final performances of the 
Andrew Lloyd Webber musical Evrta 
are tomorrow and Wed at Alte Oper 
(1340 400). English Theater 
Kaiseretrasse has Alan Ayckbourn's 
farce Taking Steps daily except 
Mon till July 24 (2423 162(9 


■ MUNICH 

OPERA FESTIVAL 
The first two new productions of 
the festival are Lady Macbeth of 
Mtsensk starring HUdegard Behrens 
(tonight) and Die Frau ohne Sctatten, 
staged by a Japanese production 
team and conducted by Horst Stein 
(tomorrow and Sat). This week’s 
other performances include Die 
Zauberfl&te and Cosi fan tutte. A 
new production of La travtata with 
Jufia Varady opens on July 25. The 
festival runs till Aug 7 (221316) 
OTHER EVENTS 
Gasteig hosts a series of Jazz 
concerts tills week, featuring Chick 
Korea, Herbie Hancock, Jacques 
Loussier, Joe Henderson, Lionel 
Hampton and John McLaughlin 


(4809 8614). Repertory at 
GSirtnerplatzth eater includes Ariadne 
auf Naxos and Kurt Wettl's Street 
Scene (201 6767) 


■ NEW YORK 

THEATRE 

• Kiss of the Spider Woman: a 
Kander and Ebb musical based on 
the novel by Manuel Puig, directed 
by Harold Prince, with a star 
performance by Brent Carver as 
the heroic homosexual window 
dresser (Broadhurst, 235 West 44th 
St 239 6200) 

• Angels in America: the first part 
of Tony Kushner’s epic, freewheeling 
play about gay life, Reagan -era 
politics and Mormonism. Not to 

be missed (Walter Kerr, 219 West 
48th St, 239 6200) 

• The Who’s Tommy, a stunning 
stage adaptation of the classic 1969 
rock opera, a collaboration between 
its original principal author, Pete 
Townshend, and director Des 
McAnuff (St James, 246 West 44th 
St, 239 6200) 

• Oleanna: David Mamet's 
powerful play about sexual 
harassment and political correctness 
(Orpheum, 126 Second Ave at 8th 
St, 307 4100) 

• Jetty’s Last Jam: the music 

of Jetty Roll Morton, self-proclaimed 
inventor of jazz, and unsparing 

portrait of the man himself (Virginia, 
245 West 52nd St, 239 6200) 

MUSIC/DANCE 

• Kurt Masur conducts New York 
Philharmonic Orchestra in works 
by Brahms and Schumann at 
Carnegie Hall on July 14, 15, 21, 

22, 28 and 29. The soloist in 
Schumann’s Piano Concerto in this 


week’s concerts Is Richard Goode 
(247 7800) 

• Mostly Mozart Festival 
continues daily except Sun till Aug 
21 at Avery Fisher Hall. This week’s 
concerts are conducted by Gerard 
Schwarz, with soloists including 
Christian Zacharias and Dmitri 
Sitkovetsky (875 5030) 

• New York City Opera’s 50th 
anniversary season opens at Lincoln 
Center on July 28 and runs till 
November 21. The opening 
performances are Carmen, La 
boheme and Madama Butterfly (870 
5570) 

• New York City Ballet Is in 
residence for the next two weeks 
at Saratoga Performing Arts Center, 
Saratoga Springs (518-587 3330) 

STUTTGARTUIDWIGSBURG 
FESTIVAL Handspring Puppet 
Company from South Africa bring 
their Buchner adaptation, entitled 
Woyzeck on the HighveJds. to the 
Alte Keller at Bletigheim on Fri, Sat 
and Sun. The next event Is a Royal 
Philharmonic Orchestra concert 
on July 29 (07141-949810) 


■ VIENNA 

• The season of open-air 
performances fn the palace gardens 
of Schonbrunn runs till Aug 14 
and features Don Giovanni 

and Moscow Chamber Ballet’s 
staging of Mozart's Requiem (513 
0851) 

• Final performances of Vienna's 
Jazz Festival are Albert Collins and 
Etta James tonight, WasNotWas 
tomorrow, Los Lobos on Wed and 
Gangstar Quartet with Donald Byrd 
on Thurs. Performances begin at 
18.00 at Museumsquartier, 


Messeplatz 1 (5454 540) 

• Edinburgh Youth Orchestra 
plays music by Malcolm Arnold, 
Tchaikovsky and Shostakovich 
tonight at Hofburg (5151 422 5). 
Leopold Hager conducts RTL 
Symphony Orchestra of Luxembourg 
at Theater an der Wien in orchestral 
works by Brahms, Dvorak, Ravel 
and Richard Strauss (Wed) and an 
operetta concert (Thurs). Other 
events this week in Vienna's 
Klangbogen concert series include 
piano recitals by Roland Batik 

(Fri) and Vesselin Stan a v (Sun), 
both at SchOnbrunn (4000 
8410) 

• Karajan open-air film festival 
at Rathausplatz offers screenings 
of star-studded opera and concert 
performances from the 1960s, 1970s 
and 1980s, daily till July 31. 


■ PARIS 

• Final performances of the 
season at Op6ra Bastille are Carmen 
(tonight, Thurs, Sal) with Beatrice 
Uria-Monzon/Denyce Graves in title 
role and Samuel Ramey/Barseg 
Tumanyan as Escamilio, and Faust 
(tomorrow, Fri) with Giuseppe 
Sabbatini, James Morris and Nancy 
Gustafson (4473 1300) 

• This week’s guest artists at 
Lionel Hampton Jazz Club are Bate 
et Novos Tempos, Brazilian jazz 
and samba, dally till Sat Next week: 
Tori and Richard Men, gospel and 
soul (Hotel Meridien Paris Eloile, 

81 Boulevard Gouvion St Cyr, tel 
4068 3042) 

• Ballet de I’OpSra de Paris 
presents a Balanchine programme 
on Wed and Thus at Arenes de 
Nfrnes followed by Giselle on July 
21. 22 and 25 (6667 2802) • 


ARTS GUIDE 

Monday; Performing arts 
guide city by city. 
Tuesday: Performing arts 
guide city by city. 
Wednesday: Festivals 

Guide. 

Thursday: Festivals Guide. 
Friday: Exhibitions Guide. 

European Cable and 
Satellite Business TV 
< AH times are Centra) Euro- 
pean Time) 

MONDAY TO THURSDAY 
Super Channel: European 
Business Today 0730; 2230 
Monday Super Channel: 
West of Moscow 1230. 
Super Channel: Financial 
Times Reports 0630 
Wednesday Super Chan- 
nel: Financial Times 

Reports 2130 

Thursday Sky News: 
Financial Times Reports 
2030; 0130 

Friday Super Channel; 
European Business Today 
0730: 2230 

Sky News: Financial Times 

Reports 0530 

Saturday Super Channel: 
Financial Times Reports 
0930 

Sky News: West of 
Moscow 1130; 2230 
Sunday Super Channel: 
West of Moscow 1830 
Super Channel: Financial 
Times Reports 1900 
Sky News: West of 
Moscow 0230; 0530 
Sky News; Financial Times 
Reports 1330; 2030 




The Royal Commission on Criminal Justice: 
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contrasting views from protagonists before the bench ^ 


F raud is a crime which 
leaves chaos in its 
wake. In many cases, 
investors suffer sub- 
stantial loss. Often savings 
built up over a lifetime’s work 
disappear. Those charged with 
responsibility for investigating 
and prosecuting serious fraud 
will And much to welcome in 
the report of the Royal Com- 
mission on Criminal Justice. 
The commission has carefully 
addressed the issues and given 
a firm pointer for the future. 

Although lessons from a 
small number of high-profile 
cases were learnt long ago, the 
Serious Fraud Office continues 
to be criticised for the way in 
which those cases were han- 
dled. It is the SFO's policy to 
narrow the investigation, as 
far as possible, and then to 
charge only the principal par- 
ticipants in the fraud with a 
reasonable number of offences. 

However, there is a point 
beyond which it is dangerous 
to simplify. We must not sacri- 
fice thoroughness ' for brevity 
and run the risk or prosecu- 
tions collapsing at a later 
stage. The SFO has always 
worked to a target of one year 
for an investigation and one 
year for the prosecution. Now 
the Royal Commission has pro- 
posed that targets should he 
set for the amount of time to 
be taken up by each stage of 
the trial, it has also proposed 
that written skeleton argu- 
ments be submitted in advance 
and that time limits be 
imposed on oral argument. 
These would be valuable new 
disciplines. 

An extended debate has 
taken place while the Commis- 
sion has been sitting. Many of 
the ideas canvassed have 
found a place in its report For 
instance, much has been said 
on whether certain City 
offences should be dealt with 
in the criminal courts or by the 
regulatory bodies. While the 
criminal justice system cannot 
abdicate responsibility for 
prosecuting serious fraudulent 
conduct, there may well be 
cases where regulatory action 
would be more appropriate. 

The SFO continually keeps 
possible reference to a regula- 
tor under review in the course 
of its investigations and prose- 
cutions. The commission has 
endorsed this approach, pro- 
vided regulatory action is capa- 
ble of ensuring that a person 
found guilty by the appropriate 
regulatory tribunal can be ban- 
ned from the market and 
ordered to compensate the vic- 
tims. 


Danger 
of the 
simple 
route 


The SFO is currently in dis- 
cussion with the regulators 
about mechanisms which 
mi gh t lead to more cases being 
handled by the regulators - 
with its agreement. 

The SFO supports the com- 
mission’s desire to see a sys- 
tem which would mean that a 
decision on whether or not to 
prosecute, and the choice of 
charge, could take into account 
a defendant’s readiness to 
accept a regulatory penalty of 
sufficient severity to justify 
dropping the prosecution or 
reducing the charge. It would 
require the defendant’s agree- 
ment to the regulatory penalty, 
and, if prosecuted on a lesser 
charge, to pleading guilty to 
that charge. 

Under Section 2 of the Crtmi- 

The SFO is 
currently 
exploring how 
more fraud cases 
might be handled 
by regulators 

nal Justice Act 1987, the direc- 
tor of the SFO can compel a 
person to answer questions or 
produce documents on pain of 
prosecution and up to six 
months’ imprisonment if he 
refuses to answer. It must be 
remembered that fraud is 
uniquely a document-based 
crime. Without a means of get- 
ting at the underlying mate- 
rial, it would he impossible to 
find out what happened. Sec- 
tion 2 is mainly used for that 
purpose. 

Banks and professional firms 
are usually happy to co-operate 
when they receive a notice 
under the Section. It Is also 
used to interview suspects, bat 
the safeguard is that the power 
is only investigatory. A tran- 
script of an interview under 
the Section cannot he admitted 
in evidence unless the witness 
changes his story. Also the 


legal professional privilege 

applies. 

The commission has con- 
cluded that it is necessary and 
right that investigators in seri- 
ous fraud cases should retain 
the section 2 power. That is 
welcome news to those who 
face the task of unravelling 
these Immensely complex 
cases. 

Contrary to the belief of 
some of the SFO’s critics, the 
commission found that this 
power had worked in the inter- 
ests of justice. Moreover, it 
considered the section had not 
been unfair to those ques- 
tioned. who were likely to be 
persons in responsible posi- 
tions with ready access to legal 
advice charged with sophisti- 
cated offences which might 
otherwise go not merely 
unpunished but undetected. 

The commission would also 
like to see section 2 being used 
to help investigations con- 
ducted in the UK on behalf of 
foreign investigating authori- 
ties and. significantly, in sup- 
port of many investigations at 
present undertaken with guid- 
ance from the fraud investiga- 
tion group of the Crown Prose- 
cution Service. 

A feasibility study is recom- 
mended into the possibility of 
merging the two fraud authori- 
ties. 

The commission has, how- 
ever, gone further. It considers 
that section 2 should, on the 
authority of the director, be 
extended to the police. That is 
not. in fact, something for 
which the SFO has pressed, 
but it clearly deserves careful 
consideration. 

Some change is also recom- 
mended to the culture of the 
criminal justice system. Cur- 
rently, the prosecution lays 
bare its store of knowledge and 
evidence to the defence at an 
early stage, while the defence 
can keep its case up its sleeve 
until the trial 

The system dates back to the 
days when defendants were 
inarticulate, uneducated and 
lacked the resources to defend 
themselves. It is, however, 
quite inappropriate to serious 
fraud trials. Hence, the recom- 
mendation for more advanced 
disclosure from the defence in 
such cases will reduce the 
number of issues for the jury 
and vastly improve the man- 
agement of cases. 

George Staple 

The author is director of the 
Serious Fraud Office. 



R uncfman is clearly 
not the last word on 
reforming the investi- 
gation, prosecution 
and trial of serious fraud. 
Indeed, a half decade after the 
changes inspired by the Roskill 
report why was serious fraud 
even on the agenda? 

The answer lies in the curi- 
ous way we have of responding 
to perceived shortcomings in 
the criminal justice system. 
When our confidence in it is 
punctured, we resort to a 
quick-fix patch of reform with- 
out first asking whether it 
might not be better to replace 
the whole inner tube. 

It was just such a response 
in the mid-1980s that led to the 
sparing up of the Koskfil com- 
mittee to reconsider the prose- 
cution of fraud. It also explains 
how its recommendations, or. 
at least some of them, came to 
be implemented. Before turn- 
ing to Runciman's gloss on 
Roskill. the following ques- 
tions should be considered. 

• Why, when it now handles 
only a handful of cases, was it 
necessary to set cm the Serious 
Fraud Office as a separate 
high-profile agency at all? The 
Crown Prosecution Service 
could have been better 
resourced nationally, with 
access to accounting and other 
assistance, and have dealt with 
all fraud. 

• Where is the evidence that 
the Crown Prosecution Service, 
Customs or the Inland Reve- 
nue are hampered by the fact 
that they lack the SFO’s Sec- 
tion 2 powers removing the 
right to silence? 

• How is it that the whole of 
the US manages to prosecute 
white-collar crime effectively 
while still preserving the Fifth 
Amendment right to silence 
and without requiring 
advanced defence disclosure? 

• How is the performance of 
the SFO to be judged? Surely 
not by either media campaigns 
or its conviction rate. Judged 
by convictions, it is doing well. 
Only the tabloids suggest the 
SFO should ensure an suspects 
remain in jail on remand and 
that it should deliver a 100 per 
cent conviction rate. 

The best way to monitor the 
SFO would be to set up a 
Fraud Commission, one of 
Lord Roskill’s recommenda- 
tions which was not imple- 
mented. 

It is regrettable that Lord 
Runciman and his colleagues 
should not have not thought fit 
to mak e this essential recom- 
mendation, so that in future 
we would not have to appoint 
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Wrong 

crimes, 

wrong 

remedy 

Royal Commissions to discover 
what Is wrong in -this area. 

What needs to be stressed 
about the Royal Commissions 
proposals is that much caution 
should be shown before the 
SFO’s powers are enhanced. 

The commission recom- 
mends that the Section 2 pow- 
ers of questioning and evi- 
dence gathering should be 
given to the police as well as 
the SFO’s lawyers and accoun- 
tants. The argument for this 
recommendation in the com- 
mission's report is that it finds 
the present situation anoma- 
lous. The commission does not 
say how the’ anomaly arises. 

It arose after the Roskill 
Committee had recommended 
that the police should, indeed, 
have these powers. But the 
government concluded those 

Does society 
believe white 
collar criminals 
pose a greater 
threat than 
rapists? 

powers would sit uncomfort- 
ably with what were then the 
recently introduced safeguards 
of the Police and Criminal Evi- 
dence Act 

One may ask now what has 
occurred in the past seven 
years which makes this judg- 
ment invalid? 

If the commission's recom- 
mendations are introduced, 
what is to prevent the same 
police officer interviewing a 
suspect under Section 2 and 
then subsequently interview- 
ing that suspect under cau- 
tion? How is one to safeguard 
the suspect then? 

Indeed, if the SFO and CPS 
are merged we are looking at 
Section 2 powers being dele- 
gated to possibly thousands of 
police officers nation-wide. 

One of the commission’s 
recommendations which 


aonears to have received wide 
pE support is that propos- 
ine greater pre-tnal disclosure 
by the defence. Put that way, it 
seems a perfectly sensible, / 

unobjectionable proposal. . 

However, one has to consider \ 
to what extent the Crown is no • 
longer to bear the burden of ' 
proving an accused guilty and i 
to wbat extent an accused is 4 
bow being asked to provWe as jj 
much evidence as possible for 
his own personal damnation. 

Consider a situation where 
an accused, having fully met in ; 7 
a defence case statement the > •’ 
prosecution's case, finds that 
the prosecution decides, quite f 

oppressively and on the basis ' 

of the accused's own disclo- 
sures. to change tack and con- ■ 
front him with a completely 
new allegation. 

One could envisage an 
absurd situation where the 
accused and the prosecution 
are engaged in some co-opera- 
tive effort whose object is not 
to achieve fairness and justice, 
but to make certain that no 
person accused of serious fraud 
is ever acquitted. 

Perhaps even more worrying, .< 
however, is the recommenda- 
tion that, just when the Judith .*■ 
Ward case and others havel*j 
secured for the defence access 
to all tbe material in the prose- 
cution’s hands so that future 
miscarriages of justice result- 
ing from non-disclosure might 
be avoided, there is a recom- 
mendation that this right be 
severely curtailed. 

The commission recom- 
mends that the prosecution 
need disclose only that mate- 
rial which it deems relevant 
following the revelation of the 
defence. What about those 
cases, and I have experienced 
several, where hidden away in 
the unused material there is a 
defence of which the accused 
knows nothing? 

Are we now going further 
down the totally irrational Aj 
path of saying that our civil "• 
liberties must be preserved, if ' 
not enhanced, for those i 
accused of crime, but the one j 
exception being made is for j 
those accused of white-collar i 
crime? ! 

Does society really believe 
they pose a greater threat than 
is posed by those accused of 
murder, terrorism, robbery or 
rape? 

Monty Raphael 

The author is the senior partner 
of the criminal lata firm Peters 
& Peters 
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FO busy in 
Shanghai 

From MrAlastair Goodlad MP. 

Sir, Ms Spence's letter (“Poor 
UK show in S hanghai ". July 2) 
asked why the Foreign Office 
does not stop being archaic 
and get down to business. It 
has, long ago, and it does, 
every day. She has clearly not 
had enough contact with us to 
know this. If she has any com- 
plaints about the quality of our 
post in Shanghai, she would 
give us details and we will 
investigate them. We have had 
no other complaints about it 
Our exports to China for the 
first four months of this year 
show a 75 per cent increase 
over the same period last year. 

One of the FCO's main tasks 
is to help British business. 
Nearly 25 per cent of our 
resources are devoted to it 
directly. Indirectly, much 
more. Our customers tell us 
that we are providing them 
with the service that they 
want. We wrote more than 
6,000 market information 
reports for them last year. 
Ninety per cent said they 
would use our services again. 

The opportunities for British 
business in the Far East are 
enormous. The FCO can help 
firms win that business. Let us 
all work together to improve 
Britain’s performance there 
even more. 

Alastair Goodlad, 
minister of state. 

Foreign & Commonwealth 
Office. 

London SW1A 2AH 


Cadbury should concentrate 
on working capital not profit 


From Mr AH Wallis. 

Sir, I was disappointed, but 
not entirely surprised, to read 
that implementation of the 
“going concern " requirement 
of the Cadbury Code is to be 
deferred (“Cadbury guidelines 
face delay". July 5). 

Perhaps the reason may be 
seen in the approach of the 
working party which produced 
the draft guidelines. In a wor- 
thy endeavour to make them 
comprehensive, it has fallen 
into the trap of making them 
over-prescriptive, introducing 
a number of factors which are 
either obvious or irrelevant 
The result is a suggested proce- 
dure which is far more compli- 
cated than, in the majority of 
cases, it need be. 

The working party rejected 
the normal approach to profit 
forecasts, on the grounds that 
the work involved was exces- 
sive and it was not part of the 
reporting accountant’s brief to 
comment on the assumptions. 


Both objections could be sur- 
mounted if it could be agreed 
that the objective is for the 
directors to be able to say, and 
the auditors to confirm, that 
“the company has adequate 
working capital for its needs, 
and the accounts have there- 
fore been prepared on a going 
concern basis". Such a state- 
ment. could be incorporated in 
the statement of directors' 
responsibilities. 

The advantage of a working 
capital statement is that the 
procedures are well understood 
by most boards and practitio- 
ners, and are less onerous than 
those relating to a profit fore- 
cast. It should normally be pos- 
sible to obtain from bankers a 
statement to the effect that 
they see no reason why the 
company's committed facilities 
should not be extended beyond 
the review date, thus allowing 
the board to look to a date 18 
months beyond the balance 
sheet date. It is then a matter 


of judgment whether the ... 
requirement can be satisfied byfcV 
a relatively simple desk job, or 
whether a more rigorous “bot- 
tom-up" exercise is needed. 

Such a task, which my com- 
pany has carried out in recent 
years, to the satisfaction of the 
board and the auditors, has not 
proved unduly onerous or 
expensive. Of course, where 
the exercise shows a company 
is operating near the margin, it 
will need to be followed up by 
a more rigorous examination. 
However, the majority of com- 
panies do not operate close to 
the margin and, given a proper .x 
exercise of judgment by the’ 
auditors, attention could be 
concentrated on the smaller 
percentage of companies which 
have given rise to the concerns 
addressed by the Cadbury 
report. 

A L Wallis. 
group finance director, 

AAR Holdings, 

76 South Park, Lincoln 
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Lack of commitment that leaves Gatt in doubt 


From Mr James Robertson. 

Sir, Your editorial. “Full 
speed ahead on Gatt” (July 9) 
suggests that trade negotiators 
“are condemned to succeed" in 
a world trade agreement under 
the Gatt I beg to differ. Even 
after several years of negotia- 
tions, a Gatt agreement is by 
no means assured. As you said. 


final agreement in agriculture 
has not been reached; given 
the politically sensitive nature 
of agriculture and the unwill- 
ingness of any of the G7 lead- 
ers to stand up to special inter- 
est groups, agreement may not 
even be possible. 

When they start to pay much 
more than lip service to a 


world trade agreement, then 
the Uruguay Round could be 
completed in days. Given the 
lack of western leadership in 
others areas such as Bosnia, 1 
for one will not be holding my 
breath. 

James Robertson, 

11 Fairbridge Road, 9* 

Archway, London N19 3EW 


The 1993 Hunopoan Business Readership Survey has just 
been published. Now in its tenth edition, it is the authority on 
Kuropcan business reading habits. With a sample si/e of almost 
10,000 respondents, it covers 282 titles in 17 countries, defining 
what people read, and how often. 

It identifies those with decision making responsibility for 
28 products and services, and examines categories such as air 
travel, hotel usage, credit can Is and car purchase. 

There are new sections on business accessories and those 
who make purchasing decisions on items worth over £50,000. 


The survey has been published by the Financial Times 
with the support of 35 other sponsors. Copies am available from 
the sponsors or by filling in the coupon. So, to teach those at the 
top, start at the bottom right hand corner. 
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Why Commission deserves two cheers on EC car pricing 


Pinpoint Europe’s decision makers with the EBRS. 
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From Mr Stephen Locke. 

Sir, It is hard to avoid the 
conclusion that John. Griffiths 
(“Exchange rates main factor 
in European car price compari- 
sons," July 5) is looking 
through the wrong end of the 
telescope in assessing the rea- 
sons for differences in car 
prices between EC member 
states. Exchange rates in them- 
selves are no more responsible 
for price differences than the 
Retail Price Index is a cause of 
Inflation: they are merely a 
means of translating one coun- 
try’s prices into a form which 
can be compared with anoth- 
er’s. Short-term fluctuations - 
especially dramatic ones such 
as those associated with the 
exit of sterling, the lira, the 
Spanish peseta and the Portu- 
guese escudo from the 


Exchange Rate Mechanism last 
September - may upset long- 
established comparisons, but 
they do not invalidate them. 

The fact is that pre-tax car 
prices in the UK were well 
above those in most other EC 
countries throughout the 1980s 
and early 1990s; even the sub- 
stantial fan in sterling against 
the D-Mark, Belgian franc. 
French franc and Dutch guil- 
der within the last year has 
done no more than shift the 
general level of UK prices to 
roughly the EC average, with 
some models still costing 20 to 
% per cent more than in other 
countries. Whether even this 
state of affairs remains 
depends heavily on the car 
manufacturers' pricing policies 
in the UK, and on the manufac- 
turers’ ability to resist the 


temptation to return to their 
old view of this country as a 
high-price, high-profit market 
where consumer interests 
come a long way down the list 
of corporate priorities. 

What underlying factors 
should guide car pricing in dif- 
ferent EC countries is an inter- 
esting Issue for debate, as John 
Griffiths identifies. It may well 
be that in a completely unres- 
trained market subject to dif- 
fering tax treatments in differ- 
ent areas, manufacturers 
would be justified in varying 
their pre-tax prices in a way 
that maximises their Invest- 
ment returns. But we don’t 
have an unrestrained mar ket - 
EC limits on price differences 
were introduced as part of the 
“deal" on selective and exclu- 
sive distribution reached 


between the Commission and 
the manufacturers. Also,' the 
Commission, rightly, wanted to 
demonstrate the that 

could flow directly to consum- 
ers from a single, barrier-free 
market in the crucially impor- 
tant cars sector. 

For its efforts so far’ the 
Co mmi ss i on deserves at least 
two cheers from the consumer 
corner - and the new data that 
will be generated by these 
twice-yearly car price compari- 
sons will start to give us a 
clear, authoritative picture of. 
whether the EC single market! 
for cars is a myth or, at last, a 
reality. 

Stephen Locke, 
director of policy , 

Consumers Association, 

2 Marylebone Road, 

London NWl 
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Mr Yeltsin’s 

dwindling power 
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RUSStA’S President Boris Yeltsin 
insisted that he went to last 
weeks summit of the Grows of 
Seven industrial nations in Tokyo 
^ijreat power. But at 
name, the state he represents is 
looking weaker fay the day Gov- 
ernment remains gripped by debit 
Power 

struggles between president and 
pariMm^j^tre and regions. Mr 
Yeltsin battles to gam acceptance 
of a complex new constitution 
and m the process hands away an 
increasing array of powers and 
rights from the centre. And one by 
one, Russia's regions appear to be 
seizing their own destiny: in the 
past 10 days alone, the parlia- 
ments of the Par Eastern region 
and of Sverdlovsk in the Urals 
have cl aimed the status of repub- 
lics within Russia, thus asserting 
greater economic independence an 
escalating battle between the 
regions and the centre for control 
over resources. 

In theory, the outcome of this 
process could be violent anarchy, 
as ever-smailer units of population 
or territory dispute the legitimacy 
or effectiveness of rule from 
Moscow and take matters into 
their own bands. In practice, it 
has not yet come to that. But to 
prevent the current mess turning 
into something a great rioai worse. 
Russia obviously needs greater 
clarity in the relations between its 
multifarious centres of power. Ide- 
ally, this would be provided by a 
new constitution setting out in 
brief, general but unequivocal 
terms the respective rights and 
duties of the Russian state and its 
subjects. Unfortunately, this is far 
from what seems to be emerging 
from the constitutional debate 
which is now reaching a climax. 

Empty rights 

Russia cannot continue with its 
present. Soviet-era, constitution, 
patched up with liberal additions. 
Its mam flaw, graphically demon- 
strated at succeeding Congresses 
of People’s Deputies over the past 
year, is that it gave ample but 
empty rights to the Supreme 
Soviet (legislature) and made little 
provision for an executive presi- 
dent Despite the popular mandate 
with which he was elected in 1991, 
Mr Yeltsin’s attempts to run a 
democratic presidential republic 
with a communist “parliamen- 
tary” constitution were doomed to 
end in confrontation. 

The problem is that tins strug- 
gle cannot begin to be decisively 


resolved without adoption of a 
new, more legitimate constitution 
- and that such a constitution 
<annot legally be adopted without 
Jie agreement of the Supreme 
Soviet, a body which would thus 
be voting itself out of existence. 
Though Mr Yeltsin’s hand has 
strengthened, especially since the 
endorsement of the April referen- 
dum, he is still in the position of 
having to act unconstitutionally 
in order to put the state on a dem- 
ocratic base - a move he h as 
seemed prepared to main* several 
times but from which he has 
always backed away. 

Structural problems ! 

The important question is 
whether the constitution as it is 
emerging is the right one for Rus- 
sia and will stand the test of time. 
It is admirably dedicated to 
human and civil rights; under pins 
toe right to private property; and 
pledges allegiance to independent 
judiciary and media. But it is too 
long cm detail, some of it contra- 
dictory. It gives citizens too many 
economic rights lifcp free medical 
care, employment and minimum 
wages which Russia cannot fulfil. 

Worst of ail, it does not address 
the deep structural problems left 
behind by the Soviet state, simply 
accepting the Lenin-StaKn territo- 
rial division of the country into 
regions and “ethno-territoriaT 
republics and granting the latter 
more rights than the former. 
Small wonder that the regions are 
now seeking to redress the imbal- 
ance by declaring themselves as 
republics too, and that Russia's 
most numerically important 
min orities - the Ca ucasians , Cen- 
tral Asians, Balts and Uk rainians 
- complain they have been left 
without guarantees of their lin- 
guistic and other cultural rights. 

All this may not prevent Mr 
Yeltsin from forcing through his 
constitution in something resem- 
bling its present form. But it is 
hard to see such a document set- 
tling Russia’s chronic constitu- 
tional uncertainties once and for 
alL As they promise yet more 
money to assist the country’s 
political and economic transforma- 
tion - and to shore up Mr Yelt- 
sin's centre - G7 leaders would do 
well to remember that on both 
fronts, the evolution is going to be 
both protracted and messy. It is in 
no one's interest that Russia 
should disintegrate, but in toe end 
no one may be able to stop It 
doing so. 


Defining the 
, fiscal deficit 


THE DEBATE over the UK budget 
deficit is taking place in a fog of 
spurious assertions about bow 
much of it is “cy cl ic al " and bow 
much is “structural’*. It is a 
crucial question, but the truth is 
that no-one will know the answer 
for a number of years, if ever. In 
the meantime, the government 
should focus more on reducing the 
deficit and rather less on defining 
it 

At a meeting of European 
Community finance ministers 
Kenneth Clarke will today be 
defending the British 
government’s economic plans 
against the charge that they 
betray undue optimism about the 
£5Qbn budget deficit The criticism 
is partly based on John Mayor’s 
claim that 70 per cent of the gap is 
cyclical, and will therefore fell as 
toe economy picks up. EC officials 
consider this dangerously 
complacent, citing OECD 
estimates that less than half of the 
deficit now 8 per cent of GDP, can 
be so summarily dismissed. The 
rest, they say, is a structural 
increase in spending that requires 
further attention. Which is right? 

The sheer size of the gap 
between deficit “cyclists’* and 
“structuralists" is a good clue that 
the desire for precision is 
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thing s dearer, however, if they 
bothered to separate two distinct 
issues. First, what part of th e rise 
in public borrowing has occurred 
as a result of the recession? And 
spcrnvij how much of that will go 
away as the economy picks up 
again? The first question can be 
answered relatively easily- 
Unfortunately, ft is not the one 
upon which the sustainability of 
the British public finances 
depends. 

Lower tax revenues 
The automatic effects on the 
budget of toe recent decline m u*. 
output are quite well understood. 
If, in 1900, the British economy 
had continued to grow at a steady 
pace, output would now be wound 
7 per cent higher. Losing that out- 
put to the recession led to higher 
public spending and lower tax 
revenues which between the 

left the Public Sector Borrowing 
Requirement 4.75 per cent higher 
aTa percentage of GDP than it 
would otherwise have been. 


Where Britain is headed 
depends on how much of that lost 
7 per cent of total output is still on 
offer. and how fast the economy 
can make it up. On toe first, most 
accept that the length of the reces- 
sion has taken its toll on indus- 
trial capacity and skill levels. Rea- 
sonable estimates suggest that the 
amount of usable spare capacity - 
or ‘output gap’ - is closer to 3 per 
cent In theory, the economy could 
safely grow faster than its trend 
growth rate of 2J2S-5L50 per cent 
per annum, until at least this 
degree of slack was used up- But 
whether the UK is soon tn a posi- 
tion to achieve faster than trend 
growth may depend less on toe , 
output gap than on the speed of 
world recovery, domestic con- 
sumption patterns and toe state of 1 
the labour market, all of which , 
consistently defy forecasters’ pre- 
dictions. 1 

Accelerating; debt I 

The size of the UK Public Sector I 
Borrowing Requirement sets a 
clock ticking on Britain's uncer- I 
tain growth prospects, because of 1 
the cumulative effect on the j 
national debt. If British GDP were | 
to grow 3 per cent on average o ver j 
the next three years, toe PSBR ; 




GDP in 1997. By them consistently 
high levels of public borrowing 
would have increased the national 
debt to 55 percent of GDP com- 
pared with 42 per cent fn 1992. It 
however, yearly growth averaged 
only L5 per cent, toe PSBR would 
be almost unchanged and the debt 
ratio would be rising towards 75 
percent This kind ctf accelerating 
debt would have too many of the 
traits of the 1976 crisis. 

Mr Clarke may be unable to con- 
trol either the degree of spare 
capacity in the economy or the 
rote at which it grows over the 
next few years. He can, however, 
determine how much any given 
rate of growth goes towards reduc- 
ing- the PSBR- Considering the 
stakes involved, he should commit 
himself to tightening fiscal policy 
further, as a hedge against disap- 
pointing growth. If this turns out 
to be over-cautious, he could 
always compensate by lowering 
interest rates. Better that he lose 
the prize for labelling the deficit 
correctly than risk the honors of 
an old-fashioned public debt crisis. 


J USt before the Tnternatinwal 
Olympic Committee meets in 
Monte Carlo in September to 
choose where to stage the 
2000 games, a trade Tnissinn 
from north-west England 
plans to fly to Paris. 

The idea is to take advantage of 
the publicity surrounding Manches- 
ter’s Olympic bid. Members of the 
mission, put together by Manches- 
ter Chamber of Commerce 
Industry and the accountants, law- 
yers, bankers and business advisers 
who make up the city’s Financial 
and Professional Forum, will be 
ta lk i n g u> their opposite numbers in 
the Paris chamber about doing 
more business together. 

Such marketing is part of a new 
age of civic entrepreneurship in 
Europe, according to Professor 
Mi chael Parkinson, director of the 
European Institute for Urban 
Affaire at Liverpool John Moores 
University. He says it started less 
than 10 years ago, with several at 
Europe’s old cities fi ghting back 
against what was widely seen as 
terminal decline. 

Public and private sectors have 
banded together, sometimes infor- 
mally. some times through organisa- 
tions formed to promote toe cities 
they depend on for a living. All 
have pushed cities rather than 
regions, and broad economic devel- 
opment rather than solutions to 
specific urban social problems. 

Parkinson's institute - which 
used to be toe Centre for Urban 
Studies at Liverpool University, but 
negotiated a transfer to the more 
entrepreneurial “Liverpool John" 
last year - has recently completed a 
three-year study of 24 cities for the 
European Commission*. 

One of toe most telling mtampias 
is Hamburg. In 1985 its chamber of 
commerce and 10 leading hanks set 
up toe Hamburg Business Develop- 
ment Corporation to attract new 
companies and improve support for 
existing ones. Target sectors were 
the media, information technology, 
electronics, aviation, medicine, bio- 
technology, harbour services and 
enviro nmental technologies. 

Urda MartensJeebe, the corpora- 
tion's director, says its first five 
years brought in 387 new compa- 
nies: 81 from Germany, the rest 
from Scandinavia, Taiwan, China, 
the UK, Japan, Korea and the US. 
The corporation acted as consultant 
to 769 businesses. She says an esti- 
mated 16,000 jobs were created and 
capital investment of DM3.7bn 
(£L45bn) boosted construction. 

Other cities have used particular 
events as a focus for team-building. 
Manchester's Olympic bid is an 
example. According to KPMG Peat 
Marwick, the accountant, Manches- 
ter’s bid wQl be worth £200m to the 
city even if the bid fails. 

Last week, Ogden, a leading US 
entertainment management group, 
signed a 20-year contract to run toe 


In search of the 
urban idyll 

There is a new spirit of civic entrepreneurship in 

Europe's cities, says Ian Hamilton Fazey 



growth and regional economic hege- 
mony. Even toe urban population 
decline of toe 1970s and 1980s is 
slowing as old cities bounce back. 

Parkinson says: “After 15 years of 
decline, at some point in the mid- 
1980s, big cities started to grow 
again, or at the very least they 
started stabilising. The trend is 
solid and is reversing the former 
outward drift of population. We are 
developing a Europe of the dries, 
not a Europe of the regions." 

One problem of such patchwork 
economic development is that bene- 
fits are not evenly distributed 
between cities, within them, or 
between cities and the regions 
around them. In some cases, 
inequalities are emerging between 
neighbours. Marseilles, for example, 
has not developed a coherent strat- 
egy like Montpellier and. Parkinson 
says, lags in economic development 


L iverpool similarly lags 
behind Manchester, only 
35 miles away. This is 
partly because it is 
smaller, with a less 
diverse economic base. One in six 
men traditionally earns a living 
through manual work. Male unem- 
ployment rates of about 25 per cent 
have fuelled internal divisions in 
the city and - for 10 years to 1991 - 
caused image-damaging political 
strife. Only this year have public 
and private sectors set up an office 
to work together - seven or eight 
years behind comparable cities. 

Even within successful cities, 
individual beneficiaries are mainly 
educated, qualified or trained peo- 
ple. Pa rkins on warns: “You have a 
polarised labour market, overlaid 
with toe problems of ethnic minori- 
ties and immigrants. Some people 
are being excluded. We found that 
Ham burg has more millionaires 
than anywhere else in Europe, but 
more people on welfare. One of the 
key challenges of the next couple of 
decades will be how to include the 
excluded. Another will be how to 
improve a city’s competitiveness 
without increasing the social cost.” 

One problem for the European 
Community is that it allocates 
funds for economic development on 
the basis of reducing regional 
imbalances. But this means two 
cities with similar problems are 
treated differently because of their 
geographical location. 

If the Europe of the cities thesis 
proves correct, it may require some 
shift in the way the EC targets its 
regional aid. But the bigger implica- 
tion is that, as cities compete in the 
way that corporations do, the case 
for better urban government, capa- 
ble of taking a long view about 
investment in infrastructure and 
human resources, will become ever 
more irresistible. 

* Urbanisation and the Functions of 
Cities in the European Community. 
EC, Luxembourg . Ecul3. 



A tale of resurgent dries: clockwise, Milan, Barcelona, Manchester and Rotterdam 


Manchester arena from its opening 
in 1995. The group win create more 
than TOO jobs in the city. 

Other cities behaving in an entre- 
preneurial Trumnw include* 

• Rotterdam’s development board. 
Rotor, a joint venture of the munici- 
pality and the chamber of com- 
merce. It works as a think-tank, 
helping to balance social concerns 
such as poor housing with economic 
solutions. 

The city’s publicly owned port 
authority modernised the docks and 
improved the local transport infra- 
structure. Parallel investment in 
office space by the private sector 
during the 1980s has been justified 
by annual growth of up to 10 per 
cent in the numbers employed in 
professional services. A “brainpark” 
for small, high-technology compa- 
nies was set up near a university. 

• Dortmund’s civic leaders devel- 
oped closer ties with the private 
sector after a large factory closure 
in 1981. As a result, the emphasis 
switched from social to economic 
priorities. 

Research and development cen- 
tres for transport technology and 


robotics were attracted, and a tech- 
nology transfer system set up 
between university, polytechnic and 
the chamber of commerce. 

• Montpellier evolved what it 
called a "technopoie” strategy in 
1985 - a development agency sup- 
ported by all sectors of the commu- 
nity to focus growth on medicine, 
computer technology, agronomics, 
communications and leisure. 

“Cities are back on the agenda, 
not as basket cases but as economic 
leaders.” Parkinson says. “Cities 
have to be re-evaluated. They need 
to be recognised again as the wealth 
of nations. They are great sources 
of added value. In Europe, there is 
an emerging network of cities with 
similar entrepreneurial outlooks.” 

He suggests the most successful 
entrepreneurial cities are those 
which have defined themselves as 
European, rather than by their 
regional or national role. Glasgow, 
Manchester, Bi rmingham , Rotter- 
dam. Hamburg, Barcelona, Lyons, 
Lille, Dortmund. Stuttgart, Frank- 
furt and Milan are all examples. 

Many have started forming trans- 
European networks. For example, 


Rotterdam Port Promotions Coun- 
cil, backed by most Netherlands 
businesses dependent on trade 
through the Maas estuary, has been 
touring Europe this year to build 
contacts and seek out business. It 
stresses Rotterdam's “gateway” role 
to Europe’s road, rail and inland 
waterway freight networks. 

Another example is Manchester, 
which has joined an association of 
shniTar regional capitals that have 
developed as financial centres in 
their own right, shaking off the 
domination of their countries' capi- 
tal cities. Manchester boasts more 
than 50 banks from around the 
world and a 50-strong venture capi- 
tal community. There is also a 
group of 100 corporate finance 
advisers that offers “mini merchant 
banking” for medium-sized compa- 
nies, acting in mergers, acquisitions 
and disposals. Their fee income is 
running at more than £20m a year. 
Other cities in toe group indude 
Barcelona, Bilbao, Turin, Stuttgart 
Lyons and Edinburgh. 

A network of successful cities, 
therefore, seems to be emerging 
across Europe, with each a focus for 


Samuel Brittan 


Trade and macroeconomics 


iflTTlI.- The Tokyo trade 
package is likely to 
|( V *M kelp growth, jobs 
U |f — a f and output, even 
though some of the 
estimates given by 
summit participants 
f are highly mislead- 

H jTMm ™8- Tk® main rear 
son growth should 
benefit is given by that unsatisfac- 
tory, but occasionally unavoidable, 
word “confidence”. News that 
increases toe chances of a success- 
ful conclusion of the Uruguay 
Round should raise what Keynes 
called toe “animal spirits” of busi- 
nessmen when they consider 
whether to invest, increase stocks 
or take on workers. 

Although this effect is probable, I 
am much more certain of a negative 
statement. A breakdown of the Gatt 
talks and the associated risk of 
trade wars, would have dealt a 
severe blow to confidence at a time 
when it is fragile and would have 
risked turning prolonged recession 
into depression. 


High merit, 
low hope 

■ What price a Brit as next 
president of the European 
Commission in the wake of last 
week’s successful trade 
negotiations? 

With Jacques Delors due to go 
at the start of 1995, there's Httie 
doubt who'd be the UK’s ideal 
choice: EC trade commissioner and 
former cabinet minister, Sir Leon 
Brittan. Whitehall has been 
impressed by his skill in guiding 
the market opening negotiations 
of the “quad” group of countries 
to fruition, as well as by his 
performance at the G7 summit 
in Tokyo. 

While national political lead e rs 
were quick to claim credit for 
progress towards a global 
tariff-cutting agreement, Brittan 
could fairly reflect that it was he 
who started the talks on toe way 

to breakthrough. 

He broached the idea of a 
market-access deal with toe 
outgoing US administration in 
January, and later took it with 

Bill Clinton’s special US trade 
representative, Mickey Kantor. 

It was only after toe two of them 
had gained useful ground together 
that Japan and Canada joined the 
ECUS discussions to make up the 
“quad" group. 

Alas, whatever Brittan's merits, 
his home country would, look to 
have little hope of securing the 


It is, however, noticeable that nei- 
ther academic macroeconomists nor 
economic commentators have been 
in the forefront of the trade debate. 
One of the reasons is the pressure 
of specialisation. Trade negotiations 
are detailed, commodity- by -com- 
modity affairs which only full-time 
experts can follow properly. 

There is a more interesting rea- 
son for the lack of contact between 
the two worlds. This is the diffi- 
cult; of making true intellectual 
contact, which goes back a very 
long time. In most popular histories 
of toe Great Depression, the savage 
increase in the US t ariffs under the 
Smoot-Hawley Act of 1930 is given a 
large role in converting the reces- 
sion of toe early 1930s into the 
Great Depression. Yet it receives 
hardly a mention in many monetar- 
ist and Keynesian accounts. 1 can 
find no reference to it or anything 
related to it in either Friedman's 
Monetary History or Galbraith's 
Great Crash. 

In contemporary debates, macroe- 
conamists have used the threat of 


EC commission presidency for him 
even If further trade talks in 
Geneva bring a successful end to 
the long-stalled Uruguay Round. 

For one thing, it isn’t all that 
long since the UK supplied the 
president Roy - now Lord - 
Jenkins held the post in the late 
1970s. For another, regardless of 
Premier Major’s rhetoric about 
Britain being at the heart of 
Europe, London would find it bard 
if not impossible to win support 
for a Brit from “federalist” EC 
member states. 

So the UK will probably 
concentrate on blocking any overtly 
“federal” candidate for the post 
Hence former Belgian prime 
minister Wilfried Martens could 
expect a veto from London, as 
likewise might Felipe Gonzales 
if be ripritfa fl to abandon the 
Spanish premiership for Brussels. 

From a UK viewpoint the 
Netherlands premier Ruud Lubbers 
would be a more desirable 
candidate to replace toe departing 
Delors. True, like most Dutch 
politicians. Lubbers believes in 
a federal future for Europe. But 
he is a free marketeer and, as such, 
stands well in John Major's esteem. 


Bargain issue 

■ Somewhat misunderstanding 
the recent reports that people 
wanting to adopt children may be 
charged £^500 a tone, a reader has 
called offering his five sons for 
instant sale. 


“increased protection" (please not 
“protectionism”, which adds a 
redundant extra syllable and should 
be used only to describe the belief, 
not the phenomenon) to browbeat 
their opponents about what would 
happen if their own favourite nos- 
trums foiled to be accepted. 

The plague of 
popular economic 
discussion is the fear 
of what Mill called a 
general glut 

There is a real difficulty in trans- 
lating from the world of trade nego- 
tiations into that of conjuncture! 
issues. The frequent citations of the 
number of jobs supposed to be cre- 
ated are based on the Gatt estimate 
of a $200bn (£l33bn) per annum 
increase in world trade from a suc- 
cessful conclusion of the whole Uru- 
guay Round. But this usage is a 
cheat The Gatt estimate is of toe 


Observes 
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increase in trade between countries, 
not of output not of welfare and 
still less of employment Freer trade 
reallocates jobs more efficiently 
inside each country but does not 
directly destroy or create new jobs. 

There are yet further reasons for 
the embarrassment of economists 
on trade issues. They can be 
summed up by Friedman's saying, 
“Protection is better in theory; free 
trade is better in practice.” There 
have been recurrent complicated 
theories over the centuries trying to 
show that there are benefits to indi- 
vidual countries from certain care- 
fully chosen kinds of protection. 
The May Issue of the American Eco- 
nomic Review is partly devoted to 
professional disquiet on wbat the 
public and their students should 
therefore be told. 

Professor Paul Krugman, who has 
invented many of the supposed 
exceptions to free trade theory, now 
believes that toe likely benefits are 
small; that any exceptions will be 
wrongly chosen; and that under- 
graduates will benefit more from a 


thorough exposure to the mainline 
case for free trade. 

Most popular support for protec- 
tion has nothing to do with esoteric 
trade theories. “How can we com- 
pete." it is asked, "with Czech work- 
ers being paid a tenth of ours and 
south-east Asian workers being paid 
one hundredth?" The most effective 
refutation is to be found not in 
trade theory but in the elementary 
macroeconomic exposition of the 
circular flow of funds. 

An excellent example is in Fried- 
man's Free To Choose, where be 
shows step by step how the pro- 
ceeds from Japanese exports (the 
bogey when he was writing) are 
used either directly to purchase 
goods from other countries or con- 
tribute indirectly by capital exports. 
The plague of popular economic dis- 
cussion is the fear of what Mill 
called a general glut; and there is 
no more important task than to 
explain why a glut is extremely 
unlikely given a background of 
moderately sensible fiscal, mone- 
tary and exchange rate policies. 



‘What world economy?' 

Although they’re a snip at toe 
official going-rate, he says, anyone 
preferring a bulk deal could have 
them as a job lot for £7,000. 

Whafs more, the youngest is 
only 27. 


Flotation 

■ As the New York Post sinks 
in toe west, Rupert Murdoch is 
evidently preparing a new launch 
in the Pacific. Although he gave 
up keeping a yacht after moving 
from Australia to London, his move 
to sunny Los Angeles has set sea 
fever burning again. 

The Tesult is a custom built 
sailing boat which, if it successfully 


completes its trials in the 
Mediterranean later in the summer, 
will set course for California and 
the South Seas. 

A sign that the News Corporation 
boss is beginning to wind down 
for retirement? On the contrary, 
the buzz round the fleet is that it 
more probably portends his 
intention to establish new business 
beach-heads in Asia. 

Accordingly - and even though, 
at lOOft-plus overall, the vessel is 
modest compared with the flagships 
of other media moguls - tt would 
be more fitting to address him as 
Admiral then Cap’s. 


Team effort 

■ Meanwhile, even if the New 
York Post is bound for the breakers, 
perhaps Murdoch could at feast 
prevent the Big Apple's favourite 
baseball club from transferring 
its flag to another city. 

That is the fete being threatened 
for the New York Yankees by their 
tempestuous owner George 
Steznbnenner. And though he has 
mouthed menaces before, this tune 
he seems deadly serious. 

The Yankees’ successes haven’t 
stopped attendances from falling 
by more than a third these past 
five years, which Steinbrenner 
blames partly cm toe rundown 
stadium, nicknamed toe Bronx zoo 
after its site in one of the poorest 
districts around. Put bluntly, his 
ultimatum is that either New York 
helps to rebuild the stadium, or 


the team will leave for financially 
friendlier climes. 

Understandably, being desperate 
to revive the impoverished South 
Bronx, New York’s governor Mario 
Cuomo wants the Yankees to stay 
pat. But if Stembrexwer insists 
on moving when his lease expires, 
then Cuomo would like to set up 
the dub up on a 30-acre rite west 
of midtown Manhattan. 

In which case, it is hoped, 
Murdoch might be tempted to 
finance the building of a new home 
for the Yankees as part of a huge 
new entertainment complex. After 
all, while the plan sounds mightily 
expensive, it is of a scale to match 
his for from under-developed ego, 
not to mention those of Cuomo 
and Steinbrenner to boot 

The three of them have already 
had a preliminary discussion. 
Observer hears. 


Pint taken 

■ Even if Manchester's bid to host 
the Olympics foils owing to lack 
of sun, toe local nightlife Is clearly 
bidding for intellectual acclaim. 

In September, Manchester's 
Institute for Popular Culture is 
hosting two days of egg-head 
discussions on the economic impact 
of tiie evening economy of cities, 
in which toe star attraction will 
be a chance to “experience 
Manchester’s night-time economy 
at first hand". 

Do they mean a pub crawl, 
by any chance? 
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Germany suggests EC 
funds for French farms 


By Peter Norman, Economics 
Editor, fai London 


GERMANY has suggested 
ch ann elling- European Commu- 
nity funds to French farmers to 
win France's support for an 
agreement cutting farm subsidies 
in the Uruguay Round of trade 
liberalisation talks. 

The suggestion came in 
advance of today's resumption of 
the long dormant Uruguay 
Round of talks in Geneva, at 
which negotiators from the 
so-called Quad countries - the 
US, the European Community, 
Japan and Canada - wQl brief 
trading partners on their tariff- 
cutting deal reached at last 
week’s Group of Seven summit in 
Tokyo. 

Mr GOnter Rexrodt, the Ger- 
man economics minister, said at 
the Tokyo meeting that financial 
concessions could play an 


important role in winning "one 
European Community partner” 
for an agreement on agricultural 
trade. 

The German minister did not 
name France in his remarks to 
journalists. However, French 
objections are holding up an 
EC-US agreement on reducing 
subsidies in agricultural trade 
that could form the basis of fur- 
ther international negotiations 
under the auspices of the Gen- 
eral Agreement on Tariffs and 
Trade. 

Mr Rexrodt said he considered 
that farm trade problems would 
prove to be the "sticking point" 
in reaching a final pact on global 
trade liberalisation and that the 
mast important issue was work- 
ing out how much subsidised 
farm produce could be exported 
by the EC and the US. 

He believed that problems of 
agricultural trade could be dealt 


with through a financial agree- 
ment that would enable “an EC 
partner country” to overcome 
structural and regional problems 
more easily than at present 

He admitted, however, that 
there would be less money avail- 
able for other EC countries if 
Community funds were used to 
compensate farmers in one state 
for any losses arising from a deal 
on farm trade In the context erf 
the Uruguay Round. 

The individual EC countries do 
not negotiate in the Uruguay 
Round - that task is left to the 
European Commission. But Mr 
Rexrodt stressed that he was 
close to the talks, partly because 
Mr Mickey Kantor, the US trade 
representative, had approached 
the German government before 
to mediate in disputes between 
the US and France. 


Reformers 
step up 
challenge 
to Italy’s 
main party 


By Haig Slmonian in MBan 


US-Japan trade deal. Page 4 


Nadir strengthens links with 
government of north Cyprus 


By John Murray Brown 
in Istanbul 


MR ASCL NADIR, the fugitive 
businessman, was due to meet 
with north Cypriot president 
Rauf Denktash last night, for the 
first time since he fled the UK in 
May. The meeting comes amid 
further signs the island govern- 
ment is cooperating to block the 
efforts of the administrators to 
Polly Peck International, Mr 
Nadir's former company. 

On Friday, the finance ministry 
announced that a p ha rmarwi-Hnat 
plant belonging to Polly Peck 
International, Mr Nadir's former 
company, would be auctioned to ■ 
settle debts owed to the break- 
away north Cypriot government 
The government says it is owed 
TL43bn ($4m) in unpaid debts to 
the local social security agency. 

The administrators were ear- 
lier close to concluding the sale 
of ICP, the drug company, and 
had convened a shareholders' 
meeting for July 27 In a move to 
replace Mr Nadir as a director. 


Local lawyers say the govern- 
ment’s latest action is seen as 
further collusion with Mr Nadir 
to frustrate the sales of the 
northern Cyprus assets - one of 
the last hopes of raising cash for 
the 23,000 PPI creditors, owed a 
total of £L3bn (J2bn). 

In London last week, in a move 
aimed at winning over the north- 
ern Cyprus authorities, Mr Chris- 
topher Morris of Touche Ross, 
one of the three court appointed 
administrators, formally apolo- 
gised to the Turkish Cypriot cen- 
tral bank over allegations of 
fraud and money laundering in a 
suit against the hawic and other 
plaintiffs in October 1991. 

Mr Nadir, in a front page 
signed editorial in his Kibris 
newspaper, yesterday gave warm 
endorsement to the government 
in urging Turkish Cypriots to 
show solidarity against "threats 
and blackmail from outside". Mr 
Nadir also announc ed plans to 
launch another newspaper and a 
magazine, a further indication 
that he intends to resume his 


business activities on the island . 
Mr Nadir's newspaper has been 
strongly supportive of the gov- 
ernment, and local officials say 
company money was reportedly 
used to buy votes in the last elec- 
tion in 1990. 

The administrators were last 
week In discussions with the 
finance ministry in Nicosia, in 
the latest attempt to gain access 
to the local companies. Their 
efforts have been frustrated by 
court injunctions and a govern- 
ment freezing order on 27 compa- 
nies connected to Mr Nadir. 

As the biggest shareholder of 
ICP, the administrators are seek- 
ing to get around this by calling 
an extraordinary meeting for 
July 27 to replace Mr Nadir and 
other directors, as a first step to 
selling the company. 

Last night Mr Nadir, the for- 
mer chairman of Polly Peck 
International, was expected to 
meet both Mr Denktash and Mr 
Dervis Eroglu, the prime minis - 
ter, at a party to celebrate the 
fifth anniversary of Kibris. 


Visa service I Bosnian federation plan 


Continued from Page 1 


Continued from Page 1 


days, but would guarantee a six- 
day transfer. He said it would 
also guarantee a dear quotation 
of charges and exchange rates at 
the start 

Royal Bank of Scotland is plan- 
ning a corporate launch erf its 
Ibos transfer system run with 
Credit Commercial de France, 
Banco Santander in Spain and 
Banco de Coznmercio e Induistria 
in Portugal. Ibos offers virtually 
instant transfer. 

National Westminster Rank is 
also thought to be working on a 
new cross-border payment sys- 
tem with Soci6t§ General of 
France and Commerzbank of Ger- 
many. 


republic along ethnic lines 
despite the urging for an agree- 
ment from international peace 
mediators Lord Owen and Thor- 
vald Stoltenberg or face disaster 
in the winter. 

Mrs Sadako Ogata, United 
Nations High Commissioner for 
Refugees (UNHCR) said the Bos- 
nian operation was naming out 
of money and called for a confer- 
ence in Geneva on Friday to dis- 
cuss the considerable problems 
impeding the relief effort. 

While she did not say that the 
UNHCR would pull out of Bos- 
nia, she accused at l three sides of 
sabotaging the relief operation. 

"Every day is quite a difficult 


day to decide or to know what 
we can do." she told BBC radio, 
adding that money supplies 
would last only for the next 
three weeks. Mrs Ogata's 
remarks came as water supplies 
dipped dangerously low in Sara- 
jevo. The Bosnian capital has no 
electricity, oil or gas. 

Meanwhile, hospitalised oppo- 
sition leader Vok Draskovic was 
recuperating at the weekend 
after be abandoned Ins hunger 
strike. Fearing mass unrest if Mr 
Draskovic died, Serbian presi- 
dent Slobodan Milosevic on Fri- 
day ordered the pardon of the 
opposition politician and his 
wife, Danica, who were arrested 
during violent anti-government 
protests on June 1. 


MR MARIO SEGNI, the popular 
leader of Italy's referendum 
movement, is expected to join 
forces with the cross-party Demo- 
cratic Alliance movement this 
week in a union that could form 
the basis for a new, broad-based 
party capable of chidlenging the 
majority Christian Democrats for 
the political middle ground. 

Mr Segni, who broke away 
from the Christian Democrats 
earlier this year, has been a lead- 
ing advocate of political reform 
and dean government. The Dent 
ocratic Alliance is a loose reform- 
ist movement set up by politi- 
cians who have left their parties 
in recent months in protest at 
corruption and obstacles to politi- 
cal reform. 

Members include Mr Giorgio 
Ruffolo, the former Socialist envi- 
ronment minister, and Mr Giu- 
seppe Ayala, previously a leading 
anti-Mafia jndge and now a 
Republican MP. 

Delegates at the Alliance's 
national convention in Florence 
on Saturday were read a message 
from Mr Segni suggesting the 
: movement should now move 
towards transforming itself into 
an official political party. His 
message came as tension 
increased within the Christian 
Democrat party, which has been 
discredited by the corruption 
scandaL 

Ms Rosi Bindi, a regional party 
leader who has spearheaded calls 
for reform, proposed at the week- 
end to make the party's Veneto 
region the testbed for change. 
Addressing a conference in the 
spa town of Abano. Ms Hindi pro- 
posed changing the party’s name 
and adopting a reformist pro- 
gramme. 

Her demands come just a fort- 
night before a crucial Christian 
Democrat national convention, 
which may mark the party’s last 
chance to agree on changes, pos- 
sibly including a new name, 
before others follow Mr Segm’s 
example. The party could break 
up if reform does not come 
quickly. 

Pressure on the Christian Dem- 
ocrats to distance themselves 
from the corruption scandal has 
been reinforced by the strength 
of the federalist Lombard League. 
At its annual meeting in Pontida, 
near Bergamo. Mr Umberto 
Bos si, the League’s leader, yester- 
day threatened to declare a tax 
strike if President Oscar Luigi 
Scalfaro did not call a general 
election after parliamentary 
approval of the 1994 budget later 
this year. 

Mr Carlo Azeglio Ciampi, prime 
minister, met senior cabinet col- 
leagues yesterday to discuss the 
government's budget plans for 
19949& 

Next year’s budget is expected 
to contain measures, mainly 
spending cuts, to reduce the esti- 
mated LlSO.OOObn (JllTbn) budget 
deficit by between L35,Q00bn and 
L40,000bn next year. 


FT WORLD WEATHER 


Europe today 


A frontal zone wfll cause rain over southern 
Scandinavia, western Russia and Romania. 
Ahead of the front It wOl be sunny in southern 
Russia and Turkey. Over northern Scandinavia, 
it will be mainly cloudy, but dry. 

Showers, locally with thunder, will develop 
over Germany, Poland and the Alps. Over the 
Low Countries and England there will be 
sunny spells, but In Ireland, it will be mainly 
cloudy with some rain later. 

Temperatures will remain rather low for this 
time of the year over the north-west of Europe. 
Over Greece, there will be some clouds, but 
elsewhere In southern Europe, It will be sunny 
and temperatures will rise to 25C-31C. 

Five-day forecast 

Depressions will move from the British Isles to 
the north-west of the Continent and this will 
bring a fair amount of rain to the UK and the 
Low Countries. The temperature will slowly 
rise to more seasonable levels. 

In southern Scandinavia a local shower will 
form. 

Thundery showers wiB develop over central 
and eastern Europe from Wednesday on. Also, 
Italy wfll have some showers. Over Spain and 
Portugal, it will be mainly sunny and 
temperatures wiH reach 39C. 
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THE LEX COLUMN 


Prudential 


Mr Mick Newmarch of the Prudential 
has marie no secret of his Implacable 
opposition to the Personal Investment 
Authority, the proposed self-regula- 
toiy body for retail financial services. 
Hie freedom of investment firms to 
choose their regulator is enshrined in 
the Financial Services Act. so the 
threat of a boycott is by no means idle. 
Without the willing participation of 
die country's biggest life insurer, the 
P1A would lack credibility. Since Mr 
Andrew Large of the Securities and 
investments Board has made thePlA's 
success a cornerstone of his crusade to 
make the two-tier regulatory system 
work, the stakes are high. 

Others in the industry have chosen 
a more pragmatic approach: since the 
government is unwiDhig to introduce 
, new legislation, the best chance of 
avoiding an emb a rra s s in g public row 
is to make the best of the existing 
system by signing up with the PIA. 
But it remains imcm-fann whether the 
PIA win deliver an adequate standard 
of regulation. Even frill transparency 
on sale s commissions for life assur- 
ance might not weed out sharp prac- 
tice. Mr Newmarch is surely correct to 
say that a regulator capable of ban- 
ning inadequate savings products and 
over -enthusiastic sales methods may 
yet be required. 

It is unlikely that the PIA - even 
with the participation of all comers - 
could fulfil such a role. Without statu- 
tory harking ami an independent cast, 
the conflicts of interest would be 
great. It is a gamble, but if Mr New- 
march's opposition forces the govern- 
ment to look again at the question of 
legislation he wQl be doing the finan- 
cial community a service. 
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g irinr investors may believe recession 
wfll enable them to invest at the bot- 
tom of the cycle. The majority, 
though, wfll surely be deterred by the 
Hicrnai outlook for corporate earnings. 
Given the pressures, the French gov- 
ernment must be sorely tempted to 
sell its soul and permit the franc's 
devaluation. Such a Faustian compact 
would be the balm for almost all its 
short-term ills. Falling interest rates, a 
surging stock market and renascent 
industrial competitiveness would pro- 
vide the perfect backdrop for the flota- 
tion of privatisation issues, if last 
week’s market pressures develop, the 
government's resolve may be fiercely 
tested once again. 


French privatisation 

With western European govern- 
ments vying to raise up to $150bn 
(£ 101 . ton) by selling corporate assets 
over the next five years, France seems 
well placed to steal the biggest slice of 
the privatisation gateau. The French 
government may realise FFr360bn 
(£4L5bn) from filling off 21 companies 
on its initial fist. This will help tamp 

its budget deficit ft will also have 
wider economic gignifiranwe expand- 
ing the Paris stock market by as much 
as one-fifth; swelling the ranks of pri- 
vate shareholders; and sharpening the 
competitiveness of corporate France. 

Some companies on the list such as 
Elf Aquitaine, are well known quoted 
businesses which should easily attract 
investors. The Paris market has been 
starved of good quality industrial 


stocks. The government, though, may 
face a stiffer challenge in selling oth- 
ers, such as Air France and Bull, 
whi ch require extensive restructuring. 
Moreover, recent opinion polls suggest 
the public is lukewarm about the pro- 
gramme. This is hardly surprising 
after the unhappy experiences sur- 
rounding the first wave of privatisa- 
tion. Having been seduced into buying 
shares in 1986. investors watched the 
market crash the following year. Since 
then, most have reverted to high inter- 
est money market funds. 

The government, though, has been 
devising schemes to re kindl e enthusi- 
asm for equities. Tax. breaks, free 
shares and hi g h e r dividends for loyal 
shareholders are some of tire latest 
wheezes. The FFr40bn Bahadur bond, 
convertible into shares in privatised 
stocks, provides a further ingenious 
enticement 

The critical determinant of privati- 
sation’s success, however, may be the 
scale of foreign involvement Despite 
the irritations of French companies' 
shareholding structures, international 
investors seem tempted. This largely 
reflects the belief that the government 
cannot afford privatisation, to fail. The 
hope is that the best assets will be 
sold first at attractive prices. The con- 
servative government certainly needs 
tangible successes before the presiden- 
tial elections in 1995. Hemmed in by 
the big budget deficit, the strong franc 
and a commitment to fiscal austerity, 
the government will rely heavily on 
privatisation proceeds to help stimu- 
late the fast fading economy. The need 
to tackle unemployment is a political 
imperative. Ironically, unemployment 
may worsen as companies heading for 
privatisation slim down their work- 
forces. 

The precarious state of the economy 
will remain the greatest worry. San- 


Scottish Water 

The government's proposals for 
Scottish water suggest it has come 
round to the view that the sledge ham- 
mer of privatisation is not required to 
crack the public spending nut Scot- 
land’s three new water authorities wfll 
remain in. public sector control, but 
with powers to attract private capital. 
That will conveniently remove up to 
£5bn from the public sector borrowing 
requirement over the next decade with 
less risk of opprobrium from voters 
north of the border. Since only 1 per 
cent of respondents to last year's con- 
sultation paper were in favour of pri- 
vatisation, a compromise was always 
on the cards. 

On what terms private sector capital 
will be invited to participate remains 
an open question. The new authorities 
might offer three big. long-term oper- 
ating contracts - on the French model 
- or a series of smaller contracts for 
building and operating individual 
plants. Either way. the private sector 
will be responsible for providing capi- 
tal as well as manpower. The bigger 
water companies may thus enjoy some 
competitive advantage by dint of their 
lower average cost of funds. The 
French giants Lyonnaise and General e 
des Eaux will doubtless jostle for posi- 
tion near the front of the queue. 

Since English water, companies are 
anxious for unregulated earnings, the 
likes of North West and Thames can- 
not be ruled out of the running. Build- 
ing a water treatment plant in Strath- 
clyde may be viewed in much the 
same light as processing sewage in 
Kuala Lumpur, only rather less risky. 
The return they are prepared to accept 
under such competitive conditions will 
be a telling pointer to whether the 
En glish regulator has kept them on a 
tight enough rein. 


THE ORIGINAL DALVEY 

BUSINESS CARD CASE 


INDIVIDUALITY AND FINE 
CRAFTSMANSHIP Amid the organisers, 
filofaxes and credit card holders of today, the 
Daivcy Business Card Case stands its owner 
apart. Elegandy slim, lightweight yet robust, 
it is a splendid decorative and practical 
personal accessory. 


INSPIRED BY VICTORIAN AND 
EDWARDIAN ORIGINALS, the design 
itself is entirely unique. It is made from high 
quality stainless steel superbly polished to 
give a magnificent finish which does not 
tarnish. It is decorated with a solid / 

brass plate on which initials can / 

be engraved, or a company logo / 
embossed. Precision engineered / 
and hand finished, the smooth, / 
slender Card Case is packed / jt 

in a presentation box accom- 
panied by an illustrated 
booklet of period etiquette. tRl 




COMPLETE PROTECTION 
of your cards is ensured. Each 
one will emerge in pristine 
condition, to represent you 
as it should. 





FINE VALUE AT £24.95 As a 
personal, corporate or business gift 
the Dalvey Business Card Case is 
unlikely to be bettered. Engraving of up to 
3 initials £4.50 and p&p £1 .75 are extra. 


CORPORATE ENQUIRIES WELCOME 
Please phone or fax us For quotations for 
quantities and details of our full range of 
^unique stainless steel gifts and accessories. 

Grants of Dalvey, FREEPOST 1032, 

Alness, Ross-shire IV17 OBR. 

K 

ORDER FORM (Plcost write clearly) 

Name 


mm 







Length; 1 10mm 
Width: 60mm 


ig Full 
ss= refund 

if not 
completely 
satisfied. 


Address . 


Please send me: 

Card Cases at £24.95 each 

Engraving at £4.50 each 
P & P at £1.75 each 


TOTAL 


Daytime phone number: Chcque/PO enclosed for TOTAL £ :. 

Engraved Initials Required: ° R ordcr b * credit b y post/phone/fax: 

Send to: Grants of Dalvey, FREEPOST 1032, Access Visa Amex Jk 

Alness, Ross-shire IV17 OBR. Expiry date: 

(Tel: 0349 884111 Fax: 0349 884100) Number: jgi 

(24 hours) Name on Card: 

Please allow up to 28 days for delivery. Signature: .Fl 

— . — . __ Company No. 99662 
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Cray directors set 
.for final bonus 

68966 irvcarrtivo 
botween £25m ($37.Sm) and 
EKm^torttw former chairman and three 
d^toreofQBy Electronics is likely to tew? 
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US institutions hold 10% of ITV 
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Alcoa drops 21% in quarter two 

Aluminium Company of America has reported a 21 
per cent drop in second quarter net income before 
sfwi^ehaipes. A huge surge of Imports to the 
West from the former Soviet Union means a back- 
drop of high world aluminium stocks aid low 
prices. Page 17 


Bronfman empire shrinks further 

The troubled business empire controlled by Toron- 
to’s Bronfman family is making further disposals, 
selling its controlling Interest In Consumers Pack- 
aging, Canada's biggest glass container maker, as 
wen as a 50 per cent stake in a British Columbia 
paper milL Page 17 

Leading role for derivatives 

Derivatives have become integral to corporate risk 
management, with a surprising array of business 
applications, from swapping long-term debt for 
short-term debt to hedging foreign exchange or 
commodities exposure. Page 19 

Merrill Lynehpin 

Mr Daniel TuBy, who a week ago took over the 
helm of Merrill Lynch, the largest securities house 
in the US, does not fit the popular image of Wall 
Street's elite. But during his tenure Merrill has 
grown from one of several dominant firms on Wall 
Street, to the dominant force. Back Page 

Prospective p/e ratio 

The latest prospective p/e ratio for the FTA index 
of 500 industrial stocks for calendar 1993 Is 14.5 
according to IBES, the consensus estimates ser- 
vice (last week: 14.6). This compares with an IBES 
estimated pfe for the “SOO" of 19.2 (19.4) lor calen- 
dar 1992. The official FT calculation of the historic 
p/e, based on the latest reported earnings, is 19.10 
(19.19). 
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Merck president resigns unexpectedly 


By Martin Dickson 
in New York 

MR Richard Mar kham, president 
of Merck & Company, the world's 
[argest prescription drugs group, 
has resigned unexpectedly after 
seven months in the post 

The 42-year-old Mr Markham, 
who was also Merck's chief oper- 
ating officer, was widely viewed 
as heir apparent to the compa- 
ny’s chairman, Mr Roy Vagelos. 

Merck said Mr Ma rkham had 
left for “personal reasons’* which 
he did not wish to spell out 


Mr Vagelos said; “While Mr 
Markham's departure is disap- 
pointing, one of Merck’s 
strengths is the quality and 
depth of its management team.” 
Those executives who reported 
directly to Mr Markham will now 
report to Mr Vagelos. 

The upheaval at Merck follows 
the ousting In March of Dr 
Ernest Mario as chief executive 
and deputy chairman of Glaxo, 
Europe's largest drugs company, 
after apparent disagreements 
over management style and strat- 
egy. 


The Merck announcement sur- 
prised Wall Street analysts who 
suggested there was nothing in 
the company's recent financial 
performance to account for Mr 
Markham's departure. 

Mr Markham had spent more 
than two decades at Merck, 
becoming senior vice-president 
for Europe in 1989 and taking 
charge of the company’s human 
health business worldwide in 
1991. 

The New Jersey-based compa- 
ny’s share price has fallen 
sharply this year from the high 


$40s to close unchanged at $34% 
last Friday. The resignation 
announcement came after the 
market’s close and Merck shares 
may drop in reaction to the news 
this morning. 

Analysts have been cutting 
their earnings forecasts for the 
company in recent weeks amid 
concern that it will be unable to 
sustain its strong growth record. 

The concerns are due partly to 
pressures from the Clinton 
administration for the drug 
industry to cut prices and partly 
to doubts about the market 


potential of one of its new prod- 
ucts, Proscar, a treatment for 
enlarged prostates. 

Merck, best known for anti-hy- 
pertensive and cardiovascular 
drugs, reported net profits of 
$198bn, (£i.32m) or $2.12 a share 
for 1992, on sales of $9.7bn. 
Fourth quarter earnings rose 17 
per cent on sales up 12 per cent 

Mr Markham is the second top 
executive of a major US drugs 
company to quit In the past few 
weeks. In late June, Mr Vaughn 
Bryson resigned as head of Eli 
Lilly after boardroom disputes. 


Fletcher King 
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Investors 
bullish on 
UK share 
outlook 


Christopher Parkes and Alan Cane examine the 
reasons for Siemens’ tribulations in computers 

German duo dances 
to different tunes 

W hen giants learn to 25 per cent of the home market of continued growth, lost DM] 
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W hen giants learn to 
dance, a little flat-foo- 
tedness is to be expec- 
ted. But Siemens, Germany's 
leading electrical and electronics 
group, seems not to be an espe- 
cially apt pupil. 

It fell over its own feet with the 
1989 acquisition of Rolm from 
IBM. It took almost four years to 
integrate it with its private tele- 
communications business 
because someone underestimated 
the fundamental differences 
between US and German tele- 
phone systems. 

The judges are waiting watch- 
fully to see how it copes with 
another transatlantic two-step. 
Siemens, seeking a partner for its 
Osram lighting subsidiary, paid 
GTE DMlbn last year for its 
North American Sylvania opera- 
tion. Since Osram is Europe's 
number two lamp maker after 
Philips, buying continental Syl- 
vania was ruled out on competi- 
tion grounds. 

Although no calamities are 
expected, critics wonder how fit- 
ting a pair the businesses make 
when, for example, vehicle lamp 
specifications vary so greatly 
between Europe and the US. 

FOr the moment, however, the 
main problem preoccupying Mr 
Heinrich von Pierer, the new Sie- 
mens chairman, is the lumbering 
performance of Siemens Nixdorf 
Info rmationssy steme (SNI), an ill- 
matched merger arranged by 
Deutsche Bank in 1990. 

The industrial logic appeared 
plain enough. Steady, tradition- 
based Siemens had 20 per cent of 
the German market for main- 
frame machines and made mod- 
est profits on equipment supplied 
mostly by Fujitsu of Japan. Live- 
wire, entrepreneurial Nixdorf had 
flourished in the 1980s, winning 


25 per cent of the home market 
for its mini-computers. It also 
came equipped with a strong soft- 
ware business. 

Together, according to Deut- 
sche Bank thinking, Germany 
had its own DM8bn-a-year inter- 
nationally competitive computer 
industry combining the best of 
old and new, safe in the arms of 
one of the country's most stable 
industrial concerns. 

Last week, almost three years 
after the merger, Mr von Pierer 
said he expected SNI's losses this 
year to match last year’s deficit 
of DM513m (£2 02m). This will 
bring the cumulative loss since 
the company was formed to 
almost DM2bn. Unit personal 
computer sales had increased 50 
per cent, he said, but price wars 
and currency losses had cost an 
estimated DMlbn. 

T he roots of SNI’s difficul- 
ties lie in its dependence 
on hardware sales and the 
changed relationship between 
costs and revenues. 

The gross profit on a main- 
frame used to be as much as 90 
per cent, ample to pay for expen- 
sive sales forces and elaborate 
customer support, and still yield 
a worthwhile profit Today the 
gross return is 60 per cent and 
falling. The comparable figure for 
mini-computers may be less than 
40 per cent and below 20 per cent 
for PCs. Meanwhile, customers 
are turning away from main- 
frames and minis in favour of 
networks of PCs, which are more 
flexible and cheaper. 

The first indications of these 
problems were apparent when 
SNI came into being. In its last 
year of independence, Nixdorf. 
having built up its workforce to 
almost 30,000 in the expectation 


of continued growth, lost DMlbn 
on sales of DM5£bn as the boom 
petered out 

Recession, striking hard at 
mainframe sales, together with 
structural change in the industry 
and its markets, further com- 
pounded SNI's difficulties 

It was only later, when orders 
went unbooked, sales went unbil- 
led and losses grew, that Siemens 
came to appreciate that the new 
partners were dancing different 
steps to different tunes. The Sie- 
mens side chose to lead. The 
Nixdorf team, unaccustomed to 
sluggish bureaucracies, found its 
entrepreneurial spirit being 
squeezed out 

The fledgling SNI already try- 
ing to adapt to change in the 
industry and to recession, was 
being riven internally by a clash 
of cultures. 

Morale suffered as the parent 
applied rough and ready reme- 
dies to staunch the profits drain. 
Already cat to around 47,000 
from 52,000 at the time of the 
merger, the workforce is sched- 
uled to drop to less than 40,000 by 
the end of 1995. 

Only latterly has internal 
structural change come to the 
tore. Last October, for example, 
the PC business was split, accord- 
ing to the current fashion, into 
three business units. PCs, high 
performance printers and 
systems integration are now sep- 
arate profit centres. In April the 
process of subdivision was 
extended throughout the concern 
with the creation of tour units 
responsible tor products, and six 
more in charge of internal and 
external services - from procure- 
ment to maintenance. 

“When I look at what has been 
achieved in the last tow months 
alone, I am convinced we'll bring 
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about a turnaround,'' said a con- 
fident Mr von Pierer. 

Changes at SNI embody his 
view of the main sources of 
future strength for the group. His 
predecessor, Mr Karl-Heinz 
Kaske, who enlarged Siemens by 
acquisition, Anally broke the 
monolith into 17 operating divi- 
sions encompassing 300 activi- 
ties. Within this frame, Mr von 
Pierer aims to create a network 
of individual profit centres, fos- 
tering the entrepreneurial spirit 
as he goes. 

He expects SNI to be profitable 
within three years, when it will 
be ready for its next important 
development a partner. His com- 
puter business may be relatively 
strong in Germany, but it has 
less than 2 per cent of the 
DMl4bn-a-year European PC mar- 
ket, only marginally more of the 


DM7.5bn systems integration 
business and around 13 per cent 
of the DM6bn medium-sized Unix 
computer market. 

Long-term supplier Fujitsu, the 
Japanese mainframe specialist, 
with which SNI recently 
extended its links, is the name 
which crops up most often. 

Since Mr von Pierer insists that 
any relationship should be on 
equal terms, much depends on 
the success of the restructuring - 
and the speed at which recession 
unwinds - in restoring SNI to 
profit. Although he repeats with 
rising fervour that computers 
and information technology have 
a core role in the group, if the 
return to the black is too long 
delayed, even he may come to 
agree with the critics who say 
Siemens would dance far better 
with one less leg. 


By Christopher Price 

A LARGE majority of 
institutional investors are more 
positive on UK equities over the 
next 12 months than on any 
other market, according to a sur- 
vey published today. 

The monthly Smith New 
Court/Gallup poll of fund man- 
agers found 64 per cent bullish 
over the outlook for UK equities 
compared with 67 per cent tor 
Japan. 55 per cent tor Europe 
and only 9 per cent tor the US. 

The finding reinforce other 
recent reports and come on top 
of a gathering momentum for a 
reduction in domestic interest 
rates. The London stock market 
firmed on Friday as rumours of 
an imminent cut were boosted by 
four of the City’s leading brok- 
ing firms' reducing their year- 
end forecasts. BZW, Janies Cape I 
and SG Warburg moved from 6 
to 5 per cent, with SG Strauss 
Turnbull also trimming Its fig- 
ures. 

The Warburg strategy team 
suggested that with gilt yields 
declining and inflation indica- 
tors encouraging “it is hard to 
be bearish from current levels" 
over the ontlook for equities. 

However, market strategists 
did strike one note of caution 
last week as suspicions grew 
that some of the big institutions 
were beginning to shift funds 
oat of London and into Germany 
in anticipation of a cut in Ger- 
man rates as part of a support 
package for the Franc. 

The latest Gallup survey found 
that a balance of 12 per cent of 
fond managers were planning to 
increase their exposure to UK 
equities over the period, com- 
pared with 23 per cent for Japan 
and 13 per cent for European 
equities. 

However, a balance of 30 per 
cent of fnnd managers were 
planning to cut their exposure to 
the US market Among the pre- 
ferred sectors in the UK market 
were general engineering, banks 
and health and household. Prop- 
erty also toned well, with a bal- 
ance of 23 per cent of fond man- 
agers planning to increase their 
investment. The least favoured 
areas were in contracting and 
construction, oil and gas and 
food manufacturing. 

However, many fund managers 
remain nervous about the pace 
of recovery in the UK economy. 
Only 17 per cent of respondents 
believed the general economic 
situation would improve over 
the next 12 months, down from 
24 per cent in June and 35 per 
cent in May. 


I n the last few weeks a mal- 
aise has settled over the 
UK financial markets. Anx- 
iety is growing that even the 
cautious faith in a sustainable 
recovery expressed by Mr Ken- 
neth Clarke, the new Chancel- 
lor, may be too optimistic. 

The fear among a number of 
economists and investors is 
that the promising indicators 
of the first quarter reflected a 
one-off boost from sterling’s 
devaluation and lower interest 
rates rather than a sustained 
improvement in the economy. 

Even if the UK does not drift 
back into recession, expecta- 
tions are mounting that once 
the optimism of the spring dies 
down, there will be little recov- 
ery left to speak of. 

The unease has been picked 
up in the UK money markets. 
The December sterling futures 
contract is pricing in another 
base rate cut by the end of the 
year, it is harder to find 
City economists supporting the 
view that interest rates have 
hit bottom at 6 per cent than it 
was a tow months ago. 

Last week. SG Warburg 
Securities, which for some 
time has been relatively bull- 
ish about growth, joined the 
crowd in forecasting that the 
Chancellor was likely to cut 
rates to 5 per cent by the end 
of the year. 

Mr Peter Warburton, chief 
economist at Robert Fleming, 
sums up the general concern: 
“The buoyancy of consumer 
purchases of cars, household 
goods and leisure items in the 
first quarter bears the hall- 
marks of a temporary spending 
binge rather than the begin- 
ning of a sustained trend." 

W hat, then, lay behind 
the strong growth of 
the first three 
month* of the year if it did not 
reflect a solid, underlying 
improvement? Mr Bill Martin, 
economist at UBS, says there 
was a one-off surge in con- 
sumption provoked by keen 
hi g h street pricing and better 
terms on hire purchase agree- 
ments after the interest rate 


A test of faith 
in the UK’s 
recovery creed 


• Credit controls. Professor 
Godley points out that in previ- 
ous recoveries there has been 
some sort of relaxation of 
credit regulations which has 
given an underlying boost to 
demand. This recovery will not 
benefit from such a move and 
caution among banks will act 
as a further hindrance to 
recovery. 


cut. Stock-building may also 
have provided a short-term 
boost to output and there was 
an upsurge in confidence after 
the rate cut 

But these factors will not be 
enough to sustain the sparkle 
of the first quarter through the 
rest of the year, say the gloom- 
ier economists. 

In a recent report, Professor 
Wynne Godley. one of the 
Treasury’s outside advisers 
known as the seven wise men, 
says: “With a severe recession 
developing in Europe and with 
inadequate capacity in trade- 


suitancy Business Strategies 
Limited reported a rise in the 
proportion of people tolling 
into debt, particularly in the 
south-east 

On the corporate side, the 
big overhang of excess capac- 
ity in many sectors, together 
with weakened balance sheets, 
is nTw.Tring investment 
• Tax increases next year and 
a squeeze an real disposable 
income. Even the more bullish 
economists fear that next 
April's tax increases will 
sharply reduce consumer 
spending. 


N ot everyone is as 
gloomy about medium- 
term prospects. Air 
Tim Congdon, another of the 
seven wise men, says in the 
Treasury report “It is already 
clear that the main macroeco- 
nomic figures tor this year will 
be the best since the late 
1980s." 

He says bright economic 
prospects can be explained by 
the large amount of excess 
capacity as a result of reduced 
output during the recession. 
This, he argues, will allow tor 
strong non-inflatiouary 
growth. 

Other City economists take a 
similarly bullish view. "A lot 
of the negative factors can be 
off-set by the lower exchange 
rate and lower interest rates 
and there is a feeling that we 
are near the trough in Europe 
anyway,” says Mr Paul Turn- 
bull at Smith New Court. 

The economy is now poised 
between sliding back into 
unspectacular growth or con- 
tinuing with the gafog already 
made this year. 

If the economic figures 
expected over the next two 
weeks are bad, the chancellor 
may be tempted to cut interest 
rates again. But he will need to 
keep an eye on the level of the 
pound. Since its recent rise 
partly reflects optimism about 
the UK recovery, a run of 
weaker figures may push the 1 
currency back down. In this 
case, Mr Clarke will have to 
decide whether to cut interest 
rates while the pound is weak, 
or whether to cling to base 
rates of 6 per cent in the hope 
that conditions for a strong 
upturn really are already in 
Place. 


Economics Notebook 

By Emma Tucker 


able goods and services, the 
growth of net export demand 
over the next few years will 
not, on present policies, be any 
fester in the future than, in the 
past” The upshot, he says, is 
that “it will not be possible to 
achieve sustainable growth 
fast enough to reduce unem- 
ployment by any significant 
amount ova 1 the next tour or 
five years." 

The worries erf Prof Godley 
and economists such as Mr 
Martin focus on: 

• The overhang of debt Pro- 
fessor Godley believes that 
with household debt still 
around 100 per cent of the 
annual flow of disposable 
income, personal saving is 
likely to stay very high- 

Survey evidence backs up 
the fear that consumer spend- 
ing remains constrained by 
deteriorating ^S 50 ^ 
finances. Last week, the con- 


Mr David Smith, economist 
at Williams de Brfie, expects 
growth to be buoyant this 
year, but warns: “I am much 
more concerned that next year 
will be very disappointing 
because of the tax increases." 
He adds that the prospect of 
further tax rises will dwell at 
the back of people’s minds so 
long as the budget deficit 
remains as high as it Is. 

Meanwhile, consumers face a 
squeeze on real incomes as the 
rise in average ear n ings con- 
tinues to slow. 

• European recession. Slug- 
gish growth in Europe has 
been singled out by the Organi- 
sation for Co-operation and 
Development as a significant 
drag on growth in the UK. 
Even the competitive gains of 
devaluation may not be 
enough to sustain exports as 
the UK’s main markets slide 
into recession. 


Debt talks 
set to 
resume at 
O&Y USA 


By Bernard Simon 
fn Toronto 

OLYMPIA & York USA is close 
to resuming debt-relief talks 
with creditors after reaching 
agreement on a number of dis- 
putes relating to it’s board of 
directors and other issues of 
corporate governance. 

Negotiations to restructure 
O&Y USA’s US$5.3bn debt 
have been at a standstill since 
March following disagree- 
ments between the company 
and its Canadian parent, 
Olympia & York Developments 
(OYDL). 

The Refchmann family, 
which retained a 20 per cent 
interest in O&Y USA In the 
restructuring of OYDL earlier 
this year, also raised concerns 
about the possible dilution of 
their stake. Some minor points 
I of disagreement remain 
between the Refchmanns and 
O&Y USA. But these are expec- 
ted to be cleared up early this 
week. 

The debt-restructuring talks 
are expected to drag on for at 
least six months. Bnt the cor- 
porate-governance pact has 
raised hopes the talks will suc- 
ceed without O&Y USA follow- 
ing its parent into bankruptcy 
protection. 

The agreement gives O&Y 
USA substantial autonomy 
from OYDL, which Is now 
under the control of a court- 
appointed administrator. 

A new nine-person board 
will include Mr Willard 
Butcher, former president of 
Chase Manhattan Bank; Mr 
John Whitehead, co-chairman 
of Goldman Sacha; Mr Richard 
Bavitch, a prominent New 
Yorker; mid Mr William Davis, 
former premier of Ontario. 
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a depone account. The Fidelity 
organisation looks after over 
S60 billion in cash products 
worldwide and is committed to 
providing high returns on yonr 
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For all investors, security is the key 
concern. With FideEty Money Fuads, you 
have all the reassurance you could wish for. 

In die first place, deposits are made 
only with banks chosen and continuously 
monitored for their creditworthiness. 
And secondly, the Funds have been 
awarded Moody's Triple A rating (Aaa) for 
investment quality - the highest available. 

That's a higher rating than any 
UK bank or building society, and higher 
than 99Vi of banks around the world. 


d interest rates on any of 16 
major currencies, paid out or 
accumulated gross. 

And yon can huy, or 
convert between, currencies at 
extremely favourable rates of exchange, 
without charge. 
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and a phone call is all that's needed to 
switch between currencies at any time. 
Investments can be redeemed on only 
three days notice. 

For more detailed information, 
including current interest rates for each 
currency, jnsc contact us on one of 
the Callfree numbers below, or return 


■"■wbsv-j* the coupon. 

Fidelity Money Funds offer a Professional I 
flexible, tax-efficient offshore alternative to Private Clients 
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Final Cray bonus tranche likely 


By Paul Taylor 

THE FINAL tranche of a 
share-option based incentive 
bonus package, worth in total 
between £25m and £35m, for 
the former chairman and three 
senior directors of Cray Elec- 
tronics. is likely to be triggered 
tomorrow when the group 
announces its 1992-93 results. 

The complex three- part 
bonus package was approved 
by Cray shareholders in 
December 1989 when a new 
management team led by Sir 
Peter Michael, the former 


chairman of UEI, was installed 
after the company was widely 
criticised for its accounting 
policies and forced to revise its 
profits downwards. 

The four beneficiaries of the 
scheme are Sir Peter, who 
stepped down as chairman, at 
the start of last month, his suc- 
cessor. Mr Roger Holland. Mr 
Jeff Harrison, finance director, 
and Mr Jon Richards, group 
managing director. 

Under the terms of the 
scheme, devised by SG War- 
burg. Cray’s financial adviser, 
the four executives were enti- 


tled to subscribe for cut-price 
deferred convertible shares 
and deferred redeemable 
shares, depending on the 
group’s share price and its 
financial performance mea- 
sured by earnings per share. 

The share price has risen 
sharply over 12 months, clos- 
ing at I61p on Friday, and 
results, boosted by disposals 
and timely acquisitions, have 
bounced back from a £2 .79m 
pre-tax loss in 198840 to pre- 
tax profit of £3U5m in 1991-92. 

As a result the pre-condi- 
tions triggering the first two 


tranches of the incentive 
scheme have already been met 
The size and value of the third 
tranche of share options 
depends upon the level of earn- 
ings in the year to April 30, 
and the share price at the time 
of conversion. 

The potential value of the 
share option incentive scheme 
raised some eyebrows at the 
time - one analyst said he was 
staggered by its size. However 
it was defended by Sir Peter 
who said the incentive was 
“fair for a very difficult job,” 
given the risks. 


Europa poised to move 
back into the black 


By Kenneth Gooding, 

Mining Correspondent 

EUROPA MINERALS, the UK 
mining finance house which 
has been refinanced and 
restructured, broke even in the 
opening quarter. 

And it will return to pre-tax 
profit for the first time since 
1989 in the half year to .July 30, 
said Sir David Hardy, chair- 
man. at the annual meeting. 

He would not forecast the 
full-year result and said Eur- 
opa, which has gold and coal 
mining interests in Australia 
as well as drawing royalties 
from North Sea and Indonesian 
oil. had a long way to go before 
paying dividends. 

Sir David confirmed that 
consideration was being given 
to a three-sided restructuring 
to pull together Europa and 
Austmin, the small Australian 
mining company which is Eur- 
opa's main shareholder with 
19.8 per cent, and Burmine, the 
Australian gold producer of 


which Europa holds 41.8 per 
cent. 

This would result in a group 
with a market capital of about 
A$40m, quoted and with inter- 
ests primarily in Australia but 
also with a London listing. 
This would “make it more sim- 
ple for shareholders to see 
what they own.” 

But Sir David stressed that 
any restructuring would be 
very complex to work out, and 
was “an idea being explored, 
no more than that" 

An B per cent stake in Eur- 
opa, left with Australian sub- 
underwriters after a poorly-re- 
ceived rights issue of shares a 
year ago, was acquired 
recently by Mt Edon, another 
small Australian gold group 
backed by Swiss money. 

Henry Ansbacher, the mer- 
chant bank which underwrote 
the issue, was left with 12.8 per 
cent of Europa. Mr Edward 
Schneider of Ansbacher said it 
was being treated as a 
long-term investment 


Gieves placing and open 
offer to raise £1.8m 


HAVING BREACHED coven- 
ants on convertible loan stock 
and borrowing restrictions, 
Gieves Group is raising £l.8m 
net in a placing and open offer 
to remedy the situation. 

The group, now operating as 
retailers and licensors and pub- 
lishers, is placing 8.2m shares 
with USI Holdings group, 
which speaks for 5.1 per cent of 
the capital and all of the loan 
stock, and with Thistle Nomi- 
nees on behalf of Mr George 
Ijutlkov, a private investor 
holding 9.9 per cent of the capi- 
tal. 

Shareholders can claw back 
on the basis of 3-for-5 at 25p 
per share. USI will not request 
the immediate repayment of 
the loan stock in return for cer- 
tain adjustments to the toms. 

At the end of the year to 
January 31 1993 the loss 
retained in the business had 
risen from £3.8m to £4.75m. For 
the 12 months pre-tax deficit 
came to £l.4lm (£ l.51m), 
including exceptional charges 


of £l-34m (£1.71 mj. 

The exceptional were made 
up of £810,000 for the closure of 
the Gieves & Hawkes operation 
in Milan and two retail outlets 
in the UK, £471,000 for restruct- 
uring and reorganisation costs 
for Chivers’ publishing divi- 
sions in the UK and US, and 
£63,000 for net property liabili- 
ties. 

On top of that were extraor- 
dinary charges of £3.47m 
(£2. 28m). These comprised 
£1.7Sm adjustment for goodwill 
previously written off against 
reserves, £998,000 provisions 
and asset write-offs principally 
for the Milan stores, £815,000 
profit on the sale of Bookpolnt, 
and £l.5m in respect of the 
crystallisation of contingent 
liabilities relating to Redwood 
Press. 

In respect of the latter, the 
principal guaranteed parties 
have conditionally agreed to 
subscribe for 900,000 shares at 
25p in part settlement of the 
amounts owed. 


New outlets help Pelican rise to £908,000 


By Catherine Milton 

THE PELICAN Group of restaurants 
doubled pre-tax profits from £453.000 to 
£908,000 in the year to end-March. helped 
by the opening of eight new outlets. 

Turnover rose to £8.08m (£6-32m), bol- 
stered by the continued expansion of the 
Cafe Rouge chain, which now comprises a 
total of 14 open and two in development. 
The group now operated 20 restaurants. 


Mr Roger Myers, chairman, said: “The 
Rouge concept still has great scope for 
expansion throughout the UK and we are 
actively looking for new sites.” Last year 
saw rapid growth, with turnover, profit 
and overall development all reaching 
record levels. 

Since the year-end Pelican had pur- 
chased the Yankee Noodle group of restau- 
rants which brought with than Mr Robert 
Earl, who is behind the Planet Hollywood 


chain, as a non-executive director. At the 
same time the group raised £4m in a plac- 
ing with clawback, for working capital and 
to clear gearing. 

The Leadenhall Wine Bar and the Cafe 
Pelican made a reduced contribution 
because of the recession. 

Interest payments fell to £345.000 
(£409,000) reflecting the drop in UK inter- 
est rates. The dividend is increased to l.lp 
(lp) out of earnings per share of 4p (3p). 


companies 
held by US 
institutions 

By Raymond Snoddy 

US INSTITUTIONS hold a 
stake of around 10 per cent in 
the (TV companies, according 
to a new survey of who owns 
what in the UK's commercial 
television sector. 

The biggest individual inves- 
tor is Chase with significant 
stakes in Central, London 
Weekend Television and Scot- 
tish. Fidelity, is the second 
largest US holder in ITV, own- 
ing more than 3 per cent of the 
stand alone ITV companies. 

The other two main US 
Investors are Wearfaurg Pincus 
with an 8J1 per cent stake in 
LWT and Hanover Manufactur- 
ers which had 4.19 per cent 
also in LWT. . 

The extent of the US involve- 
ment is detailed in Citywatch, 
a new sharewatch service 
launched by Investor Commu- 
nications & Research, part of 
London- based consultants 
GAH. 

The Citywatch survey of 
institutional ownership in the 
ITV sector is the latest to be 
produced by GAH. The consul- 
tants have already researched 
areas such as the food, retail- 
ing and stores sectors. 

The report shows that Mer- 
cury Asset Management is by 
far the largest individual inves- 
tor in ITV accounting for a 
total of 8.69 per cent of the 
stand alone companies. It is 
strong in the companies which 
would be the main takeover 
targets if present rules are 
relaxed - Central, LWT, Scot- 
tish and Anglia. Prudential 
Portfolio Managers, the sec- 
tor’s second largest investor, is 
backing a similar range of 
companies. 

Phillips & Drew Fund Man- 
agement is also a significant 
player, but its largest invest- 
ment is in HTV - a 23-04 per 
cent stake. The BBC pension 
fund is also an investor in ITV 
and holds a 3.83 per cent stake 
in Anglia Television. 

Mr James Redhead, of GAH. 
said he saw the research as “a 
key defence tool" for ITV com- 
panies trying to ward off 
unwelcome predators. “It is 
also going to be of great value 
to foreign predators,” he said. 


Tlravor HunoMtt 


Cliveden to seek public listing 

and gardens were donated by the Astor family to the Nation^ 1 Trot in i 1942. ■ cora^Sy 

Tango Kv the NT the Cliveden Group have spent some £I2m refurbishing tne nouse. pony 

aXved a66 8 wTcentSaicy rate and £207 a night average charge on the 31 bednmom ta the 
^^y^to^OtSSTttmade an operating profit of £427.000 ont^yer of£^b« 
^^irakned loss of £456.000. Iflco. which berame a 

broking businesses in 1991. hopes to regain its listing once the transaction has been compieteo. 


Banner Homes to buy BES companies 


BANNER HOMES. the 
USM-quoted property trading 
and development group, is 
acquiring two BES housebuild- 
ing companies. Housebuilding 
Portfolio One and Housebuild- 
ing Portfolio Two, which it 
launched in 1990. Banner owns 
10.7 per cent of their share cap- 


ital and has managed them 
from inception. 

Runner has also announced 
pre-tax profits of £255,000 for 
the year to March 31, compared 
with losses of £688.000. Turn- 
over was slightly lower at 
£6.63m (£6 .83m). 

Had the two companies been 


part of the group as at March 
31, they would have increased 
turnover by about 30 per cent 
Their combined sales for the 
year were £Lfilm and pre-tax 
profits £33,000. Net assets at 
March 31 amounted to £739.000. 

Earnings per share came 
through at 2p (losses 3.9p). 


CROSS BORDER M&A DEALS 

BIODBRANVESTOR 

TARGET 

SECTOR 

VALUE 

COMMENT 

ABN Amro 
(Netherlands 

Cragin Financial Corp 
(US) 

Banking 

£333m 

Expanding Chicago 
presence 

National Power (UK) 

Transco Energy Venturas 
(US) 

Power 

El 06m 

Biggest overseas 
move yat 

Sidtaw (UK) 

Courtaulds Flexible Pckg 
(UK/France/Spain/Nethrtd^ 

Packaging 

E79m 

European 
strategy move 

Cummins Engine (US)/ 
Telco (India) 

Joint venture 

Engineering 

£33m 

Investment In 

India growing 

Otra (Netherlands 

SLO Tuottajatn Kone 
(Finland) 

Electrical 

wholesaling 

E15Jm 

Nokia refocussing 
move 

National Express (UK) 

EuroUnes Nederland 
(Netfiedands) 

Transport 

El. 43m 

Cash deal 

Nynex (US) 

Stet Hellas Tele- 
communications (Greece) 

Telecoms 

n/a 

Italy's Stet 
sails 2096 slake 

Sma FBire (ItaJyV 

Rhone Poulenc (France) 

Joint venture 

Textiles 

n/a 

Sector rastretmg 
continues 

AMtC (S AfricaVDaewoo 
(S Korea) 

Daewoo- Amic (JV) 

Consumer 

goods 

n/a 

SA market 
devetpt venture 

BOC Group (UK) 

HOIs (Germany) 

Gas 

distribution 

n/a 

Strategic cash 
deal 





WE ARE ON THE FLOOR IN CHICAGO, LONDON; 
FRANKFURT, SINGAPORE, TOKYO, SYDNEY...* 
NO WONDER WE ARE THE NUMBER ONE 
CLEARER ON THE PARIS MATIF. 

With Fimafs worldwide network of five hundred 
professionals, you get direct access to seventeen 
of the world’s most active futures and options 
exchanges. We are members of CBOT, CME, 
LIFFE, MATIF, DTB, TIFFE, TSE, OSE, 
S1MEX, SFE, IPE, FOX, MEFF Renta Fqa and 
Renta Variable, OML, BELFOX and MIF. 

When you are looking for global reach in futures 
and options trading, talk to Fimat - the people who 
can make it happen for you. 

Fimat is a wholly-owned, self-managed subsidiary 
of Sori£t6 G6o6rale. 



S008TE GENERALS GROUP 


Your Global Futures Broker 


* For electronic exchanges f Frankfurt, Tokyo) "floor’ means having 
direct access to markets via their electronic systems. 


FOR ANY FURTHER INFORMATION PLEASE CONTACT FIMAT INTERNATIONAL 
OFFICE ; 32 RUE DE TREVISE - 75009 PARIS - FRANCE. TEL.: 033 (l) 44.79.20.20 
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NOTICE OF FIN AL RED! 
of Afl Outstanding 

TOSCO INTERNATIONAL FINANCE N.V. 

U.S.S50,000,000 - 8% Convertible Subordinated Debentures Due 1995 
Redemption Date: August 13, 1993 

NOTICE IS IIKKKBY GIVEN that, imniiant to tin* Utiim uf the Gtmvrrtihfr Sutmrilinali'il 
Di-bi-ntiircs lllir 'Imlrnltirp') claliil as of Oi'tnhcr 15. 1980. Im'Iwc*i*ii Tnsro International Kinuiiii* N.V. 
I tin- 'Cum puny*) anil Morgan Guaranty TruM Com puny of Nrw \urk. as Tru»tn* (llir "Trustee* |. the 
Company bs rallril for mlrmptioii anil will rrilcvm mi .An pis I 13. 1993 (the* "Knli-inpliini Dutf") all of 
its 8# Convertible Subonliiialeil Drliratiirra Due 1995 (the "Debenturea") outstanding on the Kedemptimi 
Dalr. Ah sri forth in the Indenture, the redemption priee will lie U. 3.3 1.000 per Id. S. 8 1. 000 principal 
amount of Debentures to lie redeemed plus U,S.$fifi.22 representing armies! interest from Orlolirr 15. 
1992 to the Redemption Date, fora total reileniptinn priee (tlir "Redemption IViiv'j of 
I’avnirni will hr made on or after the Redemption Dale, after whirh the Delieiit tires will erase to ai'iTiM* 
interest. 

To rrivivc the Redemption Prirr for any Delsentures. the holder thereof imi-st present and surrender 
surh Miealum. together with all uimiatoml nmporw appertaining thereto maturing after the Redemption 
Date, to the Trustee or any of the I’uying .Agents ut the addresses set forth lielow. The amount of any 
missing iinmnlured r oil pons will Iip deducted from the Redemption Frier, or this dcdiirliun may he 
waived hy the Company, the Guarantor mid the Trustee if such seenrity or indemnity is furnished to 
them as they may require. On or after the Redemption Date, payment will In 1 made hy rltrrk. drawn 
on. or hy tniasfer to a United States dollar ar-niunt ominluineil hy tin- payee with a Imnlt in the rity of New York. 

THE MCIITTO COftVKRT INTO COMMON STOCK OF TOSCO COHPORATJON EXPIRES (IN \I Ct ST 6 . 199.1 

The Debentures an* convertible at the Holders option at any time prior to the close of liusiuess on 
August (>. 1993 (the 'Conversion Expiration Time") into shares of Common Stork, par value l).S.$.75 
per share of Tosco Corporation lllie "Common Stork"). Upon run version. Holders would receive the 
number of shares that results from dividing the priueipul amount of Dchculnrcs held plus nerninl 
interest through the date of conversion hy (lie run version priee of 11.8. $186,875. Kuril U.S.$ 1.000 
principal amount of Debentures is. therefore, convertible into 5.35 1(705 shares of Common Stork plus 
additional shares (at the same priee) representing accrued interest through tin* dale uf romrrsiun. The 
number of such shores into which u Debenture may In* converted shall he aulijrel to adjustment in 
accordance with Article Eleven of the Indenture. In order to convert Debentures into shares of Common 
Stork, the Debentures must he presented and surrendered to the Trustee or nuiversinii agents M *t forth 
lielow, accompanied by written notice of conversion substantially in the form set forth in Section 206 of 
the Indenture, executed hy the Holder of snrh Debenture and with any transfer tuxes pavahle pursuant 
to Section 1 108. Such notice shall also slate the name or names and addresses in which’ the rerlinrate 
or certificates for the shares «r Common Stork issuable or deliverable on such conversion shall lie 
registered. 

On June II. 1993. the Iasi reported suit* priee or shares of Common Stock on the New York Stork 
r.xrliange Composite Taiie was U.S.S21.125 |ht share. Based on siu-li sale priee. the market value of 
the number of shares of Common Stork into which each U.S.SI.000 principal amount „f Debentures 
(plus nernictl interest through August 13. 1993) would huve Item convertible was U S $P0 63 tdlls a 
rash payment of U.S.$I7.02 in reject of a fraction of a share. Surh value will hi* afTerlcd l.v ehanre's 
in the market value oF shares of Common Stock. n 

Presentation and surrender of the Debentures Tor redemption or .-miv.-n.ioii mat In* made at the 
oTTui, of the Trustee. Morgan Guaranty Trust Company of New York. Attn: Cor, h, rale Trust Operations 
Department, IV-Jlers and Mail Unit, 55 Exchange rtuee. Basement A. New York. New York UriMMHm 
or at the man, offices o the Raying Ag-nUor Conversion Agents at Morgan Guaranty Trust Company 
M Y< S , v* ar '■* i? B-i°00. Brussels; Mumw-r Undslrussc k>. 6000 Eraiikrin t-um- 
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£90,000,000 

BHH International 
Finance PLC 

Guaranteed Secured Floating' 
Rate Notes due 1995 
For the period from July 0, 1993 to 
October 8. 1963 the Notes will carry 
an interest rate of flfc* per annum 
willi an iniereet amount of £1.666.85 
per £100.000 and of £16,068.48 per 
£1,000,060 Note. 

The relevant interest payment date will 
be October 8, 1993. 

Ajrent Bank: 

Banque Paribas Luxembourg 
Sociltd An o ayrne 
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COMPANIES AND FINANCE 


Alcoa drops 21% 

8s aluminium 

prices decline 


■ By Martin Dickson 
In Now York 

^ALUMINUM Company o 
■America, the world's bigges 
aluminium producer, ha 
reported a 21 per cent drop ii 
second-quarter net income 
before special charges. 

The figures come against t 
backdrop of high world alu 
numurn stocks and low prices 
due to a a large increase o: 
nnports to the West from the 
former Soviet Union. 

^0 end of last month. Mi 
Paul O’Neill, chairman oj 
Alcoa, announced that the 
company was cutting its 
annual primary production ir 
the US by almost 25 per cent 
and laying off 750 people. 

The second-quarter figures, 
released on Friday, showed 
earnings of §44. 7m, or 51 cents 
a share, before $9.4m of net 
unfavourable adjustments. 
Sales and operating revenues 
were little changed at $2.4bn. 

The adjustments included a 
special charge of $23 -8m after 
tax for job cuts; a charge oi 
$ll.9m for a new three-year 
labour agreement; and a 
$26 .3m Australian tax credit. 

In the second quarter of 
last year the company 
reported earnings of $56.5m. 
or 65 cents a share, be- 



Fanl O'Neill: announced 25% 
cut in primary production 


fore charges of 5104.7m. 

The company said prices on 
most products had declined 
from the same quarter of last 
year. 

Revenues were level, in spite 
of a 5 per cent decline in alu- 
minium shipments, because of 
increased sales in non-alumin- 
ium products. 

For the first six months of 
the year Alcoa reported net 
income of $72 3m, or 82 cents a 
share, before adjustments, 
compared to $111.6m. or $139 a 
share, on the same basis in 
1992. 


Akai loss widens to 


Y941m at 

By MicMyo Nakamoto in Tokyo 

AKAI Electric, the Japanese 
maker of video and audio 
equipment suffered a pre-tax 
loss of Y941m ($8.8m) in the 
half-year ended May 20, 
reflecting the continuing slug- 
gish state of the consumer elec- 
tronics market. 

The loss, significantly larger 
than the Y623m deficit of the 
same period a year ago, came 
on sales of Y25bn, an increase 
of 23 per cent on the previous 
first half 

Sluggish sales of video cas- 
sette recorders, particularly in 
Europe where Akai has a 
stfong foothold,' the impact of 
the yen’s rise and increased 
competition were blamed for 
the disappointing performance. 
Akai has an export ratio of 85 
per cent and increased sales in 
all regions except Europe 


half-way 

where they fell by 13 per cent 

Video equipment suffered a 4 
per cent decline in sales while 
audio equipment saw sales 
grew by 27 per cent 

Akai forecast pre-tax losses 
would increase sharply in the 
year to November 20 because 
of the depressed market condi- 
tions and the yen's rise against 
the dollar this year. 

It expects losses of YUttrn, 
compared with the previous 
Y247m. This will be the second 
straight year of losses for Akai. 
which bad initially expected to 
post a pre-tax profit of Y200m 
in the current year. 

The group hopes to combat 
the Impact of the yen's rise 
with price rises, an increase in 
overseas production and in the 
procurement of parts from 
overseas. However, it believes 
sales of VCRs will continue to 
decline through the year. 


Argentina sells energy 
group in three units 


By John Barham 
In Buenos Aires 

ARGENTINA has completed 
the privatisation of its princi- 
pal energy companies with the 
sale of Hidronor, the country's 
principal hydroelectricity gen- 
erator for $l.llbn. 

The sale follows last month’s 
successful Dotation of YFF, the 
national oil company, and last 
year’s privatisation of the fed- 
erally-held gas and electricity 
companies. In just 15 months. 
Argentina’s energy privatisa- 
tions have raised more than 
$6.65bn. 

The government split Hid- 
ronor into three parts, soiling 
each as a separate unit Three 
international consortia paid 
$474.6m in cash and took on a 
further $631.lm in financial lia- 
bilities from the government 
Hidronoris dams have been 


transferred as 30-year conces- 
sions. 

The sale last week of El Cho- 
con, the largest of the dams, 
for $519.3m to a consortium led 
by Endesa of Chile, was partic- 
ularly significant. Argentina 
and Chile have long been fierce 
rivals. 

El Chocon is located close to 
the Chilean border in the 
southern Andes and is a large 
source of electricity for Argen- 
tina. Last year, Endesa 
acquired generating and distri- 
bution companies in greater 
Buenos Aires. 

A consortium headed by 
Southern Electric of the US 
paid $393. 5m for the Alxcura 
daw Another consortium com- 
prising Dominion Energy, also 
of the US. and Louis Dreyfus, 
the international commodity 
trader, paid $192.9m for the 
smaller Cerros Colorados dam. 


NEWS IN BRIEF 


Southern Union 
gas acquisition 

WESTERN Resources of the US 
is to sell its Wssouri natural 
gas properties and operations 
to Southern Union for about 
$360m, Reuter reports. 
Southern Union will fund the 
purchase through a debt offer- 
ing and a rights issue of com- 
mon stock. 

The natural gas properties 
serve about 460,000 Missouri 
customers in areas including 
Kansas City. Joplin and St. 
Joseph- 

The deal hinges on approvals 
from the Missouri Public Ser- 
vice Commission and other 
regulatory agencies, Western 
Resources said. 


more than US$28bn from 
US$E5bn, the bank said. 

■ An initial public offering’ of 
shares in Woolworths the Aus- 
tralian retailer has closed 
heavily oversubscribed, Reuter 
reports. Woolworths offered 
lbn shares at A$2.45 each. 
Investors applied for 2.67bn 
ahareR. more than 2% times the 
number available. 

Domestic institutions applied 
for 875m shares, hut were allo- 
cated 153m. Overseas institu- 
tions requested 772m shares. 
They got 40m. 

Woolworths, which is not 
related to the US group Wool- 
worth group, has allocated 
shares to 339,000 investors. 
That gives it the biggest share- 
holder base of any listed Aus- 
tralian company. 


of Bermuda Group has 
to acquire the institu- 
rust business of Stao- 
artered Bank’s Equitor 
a Hong Kong and Sing- 
increasing ito Asia 
>ssets to about US$7bn, 

^Chartered Equitor 
mt US$3bn of insfatu- 
ssets. and Bank of Ber- 
as US$4bn in assets m 
, the hank said 

acquisition raises total 

Oder ^minis tration to 


■ Saudi American Bank, 
which is 30 per cent owned by 
Citibank of the US, improved 
first-half net profits by 5-3 per 
cent to SR470.6m ($127 -2m), 
compared with the year-earlier 
period. AP-DJ reports- 
Operating income was httie 
changed at SR465-5m. How- 
ever, the bank recorded a 
SR5.1m surplus in debt recov- 
ery compared with a SR17m 
provision against bad debts a 
year earlier. 


Swissair 
wins strong 
terms on 
aircraft sale 


Bronfman empire makes further disposals 


By Bernard Simon in Toronto 

THE troubled business empire 
controlled by Toronto's Bronf- 
man family is malti ng further 
disposals, selling its control- 
ling interest in Consumers 
Packaging, Canada's biggest 
glass container maker, as well 
as a 50 per cent stake in a 
British Columbia paper mill 
Consolidated Enfield, a 
Bronfman-controlled company, 
will receive C$9.7xn (US$7-5m) 
for its 58 per cent stake in Con- 
sumers from the owners of 


Glenshaw Glass, a privately- 
held US glass maker based in 
Pittsburgh. Glenshaw has 
agreed to invest an unspecified 
amount in Consumers to 
keep all its seven plants in 
operation. 

Separately, Noranda Forest, 
which is also controlled by the 
Bronfmans, has sold its 50 per 
cent stake in Island Paper 
Mills, which coated a pfl 
oncoated papers, to EB Eddy, a 
Canadian forest products 
group. 

Eddy has bought the remain- 


ing50 per cent from MacMillan 
Bloedel of Vancouver. Terms 
were not disdosed. 

The purchase price for Con- 
sumers of 65 cents a share is 
less than h pif the current mar- 
ket price, and reflects the com- 
pany’s fragile financial condi- 
tion. 

Losses over the past five 
years have totalled C$229m, 
and Consumers Is in default on 
a considerable portion of its 
hank debt and debentures. It is 
in the middle of a finannifli and 
business restructuring, which 


included the sale earlier this 
year of its plastics packaging 
interests. 

Mr Bilan Lawson, Enfield's 
president, said a fresh owner 
“committed to injecting new 
capital and providing strategic 
support” greatly improves Con- 
sumers prospects. The com- 
pany has a market share of 
roughly 70 per cant, with 1992 
sales of C$410 hl 

Consumers and Island Paper 
are the latest in a string of 
asset disposals by companies 
in the Bronfman orbit Others 


sold this year include control- 
ling interests in MacMillan 
Bloedel, toe west coast forestry 
group; John Labatt, the beer 
and entertainment group; and 
Royal Trust Canada's second- 
biggest trust and loan com- 
pany. 

The convoluted structure of 
the Bronfman group, which 
includes several private hold- 
ing companies, makes it hard 
fbr outsiders to estimate the 
extent of its financial difficul- 
ties whiCh led to the spate of 
asset sales. 


Swiss banks lifted by first-half improvements 


By Ian Rodger in Zurich 

SWISSAIR has sold six of its 
23 MD-81 aircraft on very 
favourable terms, Mr Otto 
Loepfe, the Swiss national air- 
line’s chief executive, said yes- 
terday. 

No figures were given. 
Swissair is frequently In the 
used aircraft market and aftnc 
to keep a modem fleet In the 
past two years, proceeds from 
sales have prevented the air- 
line from malting losses. 

Mr Loepfe, speaking to Hie 
airline’s animal managers' 
meeting in Zurich, said the 
Alcazar project, under which 
Swissair would join forces 
with KIM Royal Dutch Air- 
lines, Scandinavian Airlines 
System and Austrian Airlines, 
was the best way forward for 
the company. It said a memo- 
randum of agreement was 
expected to be signed by the 
airlines In September. 

If the deal goes ahead, the 
four carriers would shed 10 
per cent of their workforces, 
Mr Loepfe said. This would 
require Swissair to make gome 
of its 25^00 staff redundant, 
but the workforce was falling 
by 5.3 per cent annually 
through natural attrition. 


By Ian Rodger 

FIRST-HALF results from 
three medium-sized Swiss 
banks underpin expectations of 
a banner year in prospect for 
the industry. 

BZ Bank, the Zurich securi- 
ties house beaded by Mr Mar- 
tin Ebner, reports first-half net 
income of SFr49.9m ($35.6m), 
not far from the SFr59.5m 
earned in the whole of last 
year. 

It was the first time BZ, 
which is privately held, 
reported Interim results and no 
comparative figures were 
given. 

Last week, Banca del Got- 
tardo, the Lugano based bank 
controlled by Japan's Sumi- 


tomo Bank, said cash flaw rose 
22 per cent to SFrB1.4m in the 
first half. 

While two weeks ago, Julius 
Baer, another Zurich banking 
group, said its first-half net 
profit was about SFr7Qm, 
slightly higher than the figure 
for toe whole of last year. 

Lower interest rates, a buoy- 
ant local stock market, big new 
inflows of investment funds 
and controlled costs are the 
factors contributing to these 
results. 

The Swiss stock market’s all- 
stare index is up 22 per cent 
since the beginning of the 
year, enabling banks to make 
large gains in tradingand com- 
mission income. 

Baer said its trading income 


more than doubled in the first 
half, Gottardo said stock trad- 
ing and new issue commission 
income was up 30 per cent 
while BZ’s securities related 
income, at SFr50.9m, was 28 
per cent above the figure for 
the whole of last year. 

Baer, which specialises in 
asset management, said its 
commission income from this 
business was up 20 per cent 
Also, clients’ assets grew by 
about 10 per cent in the 
first six months and total 
SFr36bn. 

Analysts said funds had been 
pouring into Switzerland this 
year, partly because of con- 
tinuing turbulence in exchange 
rates in other European coun- 
tries. 


Mr Bernhard Tsehanz, head 
of investment research at 
Credit Suisse, said Switzer- 
land’s decision last December 
to stay out of the European 
Economic Area helped! 

Baer’s net interest income 
gained 20 per cent, reflecting 
widening spreads as Interest 
rates fell. 

The big three Swiss univer- 
sal banks. Union Bank of Swit- 
zerland, Swiss Bank Corpora- 
tion and Credit Suisse, are the 
main beneficiaries of this 
trend, and they are all expec- 
ted to report sharply higher 
first-half profits. 

Most banks are benefiting 
from two yearn of aggressive 
internal cost cutting. Baer's 
expenses in the first half were 


up only 6 per cent while Gct- 
tardo's declined. 

• Berliner Bank has acquired 
Deutsche Spar- und Kreditbank 
(DSK Bank) from DSK’s sole 
shareholder, Mr August von 
Finck, the Munich-based inves- 
tor, Reuter reports. 

No terms were provided. 

German press reports have 
recently estimated value on 
the deal at up to DMZOOm 
(8125m). DSK operations are 
focused on private customer 
business. 

The bank has 25 branches, 
most of them In the Munich 
area. 

DSK had 1992 net profits of 
DM7.03m. Its balance sheet 
total was DM2.03bn. 
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FINANCIAL IZVESTIA TALKS BUSINESS TO 300,000 
INFLUENTIAL RUSSIANS EVERY THURSDAY. 

(So can you by calling 212-752 4500) 

The Financial Times produces Financial Izvestia, a weekly 8-page business 
newspaper, in partnership with Izvestia, Russia’s leading quality daily. 

It is printed on the FT’s distinctive pink paper and accompanies Izvestia each Thursday. 

As well as covering what’s happening in Russia, Financial Izvestia features key 
international business news and the commodities and currency listings. 

It is essential reading for some 300,000 subscribers in the major business areas 
across the CIS, in particular in and around Moscow, Kazakhstan and the Baltic States. 

To find out more about advertising to these influential people, contact Mary-EIlen 
Houck at the Financial Times on 212-752 4500. Fax 212-319 0704. 
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INTERNATIONAL CAPITAL MARKETS 


UK GILTS 


DUTCH BONDS 


Prices climb despite lure of German bonds 


THE UK Inflation optimists 
remain in the ascendancy. Gilt 
prices continued to climb last 
week in spite of the competing 
attractions of German govern- 
ment bonds which soared as 
investors re-appraised the out- 
look for the German economy 
and the D-Mark. 

Ten-year gilts gained nearly 
a quarter of a point on the 
week, after a half point rise the 
week before. 

Little happened to change 
the consensus view that infla- 
tionary pressures would be 
muted for some time. 

That sentiment could be 
tested this week, which sees a 
spate of economic data includ- 
ing the latest numbers for 
unemployment and retail price 
inflation. 

Even though senior officials 
at the Bank of England con- 
tinue to sound warnings about 
the possibility of increased 
price pressures in the next few 
months, the balance of opinion 
in financial markets Is shifting 
towards commentators such as 


UK gilts yield 
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Professor Patrick Mlnford of 
Liverpool University who are 
claiming that inflation is 
dead. 

According to Prof Mlnford, 
one of the Treasury's panel of 
seven outside economic advis- 
ers whose second report came 
out last week, recent changes 
hi company behaviour and in 
the labour market have made 
the re-appearance of serious 


Inflationary problems in 
the near future extremely 
unlikely. 

He says be Is ‘'frustrated and 
depressed" that much of the 
mainstream UK economics 
community tends more to the 
official Bank line on inflation. 
According to Prof Mlnford, the 
UK economy is “straining at 
the leash" and could be capa- 
ble Of StFODg now, inflationary 

growth this year if the govern- 
ment were to loosen economic 
policy. 

This could be done, he says, 
by a cut of 2 percentage points 
in interest rates by the end of 
the year to 4 per cent 

He also would like the Trea- 
sury and Bank to combat the 
generally upward drift by ster- 
ling. 

Ever though few in the gilts 
market are quite so sanguine 
about price pressures in the 
economy as the Liverpool pro- 
fessor, the broad direction of 
yield movements during the 
week lend his views some sup- 
port. 


The yield of the 8 per cent 
Treasury bond maturing in 
2003 was quoted on Friday 
night at 7.51 per cent 13 basis 
points down on the week and 
50 basis points down over the 
past month. 

It closed on Friday at a price 
of 103*. 

The 10-year area of the gilt 
curve performed particularly 
well last week, with some sell- 
ing at the short end as inves- 
tors reckoned they might have 
over-reacted the week before to 
the possibility of a cut in 
UK base rates in the near 
future. 

In generally quiet trading 
due to the absence of any sig- 
nificant UK economic data, 
gilts were largely unaffected by 
the strong move into German 
bunds during the week. 

One gilts specialist said: “It 
reflects the strong support for 
gilts, particularly from non-UK 
institutions which see the 
securities as cheap.” 

Other strong buyers of gilts 
in recent weeks have included 


US MONEY AND CREDIT 


Fears over inflation in sharp retreat 


THE US credit markets are 
optimistic they are to receive 
good news on inflation this 
week, and that this will under- 
pin the current record low 
yields at the long end of the 
bond market 

A raft of statistics to be 
released this week will give the 
markets much more to chew 
on than last week, when a lack 
of fresh economic data and hol- 
iday-shortened working week 
meant trading lacked a firm 
direction. 

On Tuesday the market 
brushed off the biggest one-day 
gain in 13 years in the widely 
watched Commodity Research 
Bureau index of commodity 
prices, which is often regarded 
as a harbinger of inflation 

For the rise was due mainly 
to flooding in the' Mississippi 
River valley, sending grain and 
other agricultural commodity 
prices rising sharply, which 
economists agreed would have 
little Inflationary conse- 
quences. 

In thin trading ahead of this 
week's inflation reports, the 
price on the benchmark 30-year 


long bond managed to make a 
little progress, with the yield 
ending on Friday night at 
around 6.64 per cent, down 
from 6.66 per cent a week ear- 
lier. 

Wall Street is expecting the 
overall producer price index 
for June, which will be 
released on Tuesday, to be flat 
to slightly down, while the con- 
sumer price index, due out on 
Wednesday, is forecast to he 
flat overall, with a 0.1 per cent 
to 0.2 per cent rise in its core 
rate. 

That would mean producer 

price mflntinn r unning mn g M y 
at a 2^ per cent annual rate 
since the start of the year, with 
consumer price inflation at 
around 3 per cent - far below 
the worrying levels recorded in 
the first four months of 1993. 

Nor are there any significant 
inflationary clouds on the hori- 
zon. 

Retail sales figures for June, 
due out on Wednesday, are 
expected to show a modest 0.3 
per cent rise, with consumers 
still nervous about an eco- 
nomic recovery which seems 


fragile anti growing in fits and 
starts. 

A summary of the May meet- 
ing of the Federal Reserve’s 
policy-making Open Market 
Committee, released last Fri- 
day, confirmed reports that it 
voted on that occasion to lean 
towards raising interest rates 
if inflation did not slow down. 

The committee met again 
last week and, while the out- 
come of its discussions will not 
be known for some six weeks, 
the recent inflation figures 
should have made it more san- 
guine. though probably not 
sufficiently so to eliminate its 
bias towards tightening. 

With inflation fears in sharp 
retreat, international develop- 
ments may help underpin the 
bond market's rally. 

Ms Susan Bering, an analyst 
at Salomon Brothers, points 
out that a modest revival in 
the dollar should increase the 
attraction of assets denomi- 
nated in the US currency, 
while last week’s unexpectedly 
successful trade fetlks at the 
Tokyo G7 summit “should 
dampen fears that increased 


protectionism will trigger 

hl gVmr inflation" 

In spite of the bond market's 
generally buoyant tone, it still 
has to overcome an important 
political hurdle - efforts by the 
House of Representatives and 
the Senate to reach a compro- 
mise on their different versions 
of President Clinton's deficit 
reduction package. 

Expectations that some com- 
promise package will pass into 
law have underlain the mar- 
ket's rally since the start of 
June. 

Many on Wall Street expect 
the measures will act as 
a substantial brake on the 
economy, and thus on infla- 
tion. 

A particularly gloomy fore- 
cast came last week from Mr 
Philip Braverman, chief econo- 
mist at DKB Securities, who 
argues that there are early 
signs of the US relapsing Into 
recession later this year or in 
the first half of 1994, and that 
the Clinton package will accen- 
tuate the trend. 

Martin Dickson 


UK insurance companies, unit 
trusts and Investment groups. 
Pension funds have been 
among the least enthusiastic 
buyers of the bonds. 

Among the other members of 
the Treasury’s economic panel, 
Mr Gavyn Davies of Goldman 
Sachs is lass optimistic than 
Prof Minford about inflation. 
He is keen in particular to 
draw attention to the effects of 
the tax increases planned for 
next April which will push up 
prices for some goods and ser- 
vices. 

Mr Davies reckons the gov- 
ernment's favoured measure of 
underlying inflation - the 
year-on-year change in the 
retail prices index excluding 
mortgage payments - will 
push up close to the 4 per cent 
Treasury ceiling by the end of 
1994 

in the year to last month. 
this measure of underlying 
inflation is thought likely to 
move to 3 per cent, from <L8 per 
cent in the year to May. 

The exact figure will be 
flnnmmwiH by the Central Sta- 
tistical Office on Wednesday. 
The headline inflation rate - 
the retail price index by itself 
- is thought likely to come in 
at 1-5 per cent, after L3 per 
cent in the previous month. 

Attention will also focus on 
the change in unemployment 
last mouth, which is reckoned 
to have shown a generally flat 
trend after the surprise of four 
successive monthly drops in 
the jobless figure. 

Peter Marsh 


IUL SQUAB miMBHTS 


Guilder’s stability paves 
the way for 10-year yields 


FOR the past 10 years or so the 
Dutch central bank has man- 
aged to maintain the guilder at 
virtual par it y with the German 
currency. This policy has 
gained so much credibility 
with the money markets that 
the Dutch authorities barely 
have to lift a finger to get their 
currency back in line. 

It is a situation that the 
Banque de France, forced to 
carry out large intervention at 
the start of the year when the 
franc was under heavy specula- 
tive pressure, and possibly fac- 
ing the prospect again follow- 
ing the franc’s slide last week, 
might envy. 

It is a situation that has 
enabled the yield on 10-year 
benchmark Dutch bonds to be 
the only one within the Euro- 
pean exchange rate mechanism 
to fail below the German 
equivalent for a sustained 
period. 

Even after the enormous 
shifts of money back into Ger- 
many at foe aid of last week 
as international investors 
finally came to the conclusion 
that their pessimism over the 
outlook for the German econ- 
omy might be overdone, the 
yield on Dutch government 
bonds of 10 years' maturity is 
still something like 10 basis 
points mirier the going rate in 
Germany. 

The Netherlands has public 
borrowing requirement for this 
year of about F142.4bn, a level 
which most analysts concede 
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to. he In the region best 
described as comfortable. The 
capital f inding has gone so 
well that the Treasury 
an nounced at the beginning of 
June that it had raised 
Fl34.4bn in the market and 
there would be no more bor- 
rowing in the capital markets 
until September. 

Many investors see the 
Netherlands as Germany with- 
out the burden of reunifica- 
tion. German inflation is run- 
ning at 4J2 per cent compared 
with 2.1 per cent in the Nether- 
lands. 

However, the strong ties 
between the two countries are 
working-to the disadvantage of 
the Netherlands. According to 
some Dutch economists, there 
is little likelihood of 10-year 
bond yields - one of the stron- 
gest indicators of long-term 


economic confidence - falling 
much further below that In 

Germany. , .. 

The Netherlands needs the 
market credibility that the link 
with Germany provides and, 
with 30 per cent of its exports 
going to Germany, it is inextri- 
cably tied to its neighbour. 

Mr Amo Barens, European 
economist with F. Van Lan - 
schot Banlders, the Dutch com- 
mercial bank, believes: “The 
spread will reach parity by the 
end of the year; not so much 
because of the good perfor- 
mance of the German economy 
but more because of the close 
link between the two and the 
arbitrage opportunities that 
provides." , • . . 

The Dutch central bank has 
been paring its short-term 
rates in order to m aintain cur- 
rency parity and although its 
floor rate, the official advances 
rate, is at 6£ per cent against 
the German discount rate of 
6.75 per cent, the “special 
advances rate”, which is used 
as a fine tuning, m ec h anis m is 
only just below at 6.7 per cent 

As Ms Ellen van der Gulik of 
the new Dutch merchant bank 
Mees Pierson says: “The mar- 
kets realise that if you push 
the guilder up too much the 
central hank will punish them. 
Even if the whole ERM blew 
up ?nri Germany bad to get out 
the Netherlands would still 
stay with it" 

Peter John 
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New Issue 


These securities having been offered, this announcement appears as a matter of record only. 


July 1993 



The Council of Europe Resettlement Fund 

for National Refugees and Over-Population in Europe 

Fonds de RfeCtablissement du Conseil de lTurope 

pour les R&fogils Nationaux et les Exctdents de Population eo Europe 
Strasbourg/ Paris 

DM 250,000,000 

6Vi % Bearer Bonds of 1993/1996 

Interest date: January 11 
Repayment: January 11, 1996 

listing: Frankfort (Main) 


BHF-BANK 


Bayerische Landesbank 
Girozentrale 

Banca del Gottardo 

Deutsche Apotheker-.und Arztebank eG 


Trinkaus & Burkhardt 

Kommanditgesdlschaft auf Aktlen 

CCF-CRT Bank 
SGZ-Bank 


S 


mm a 


EAGLE LIMITED 

i fin ■ wfinrirtf*! *mk AnN/m i * thr 

t aww JiAuftlif 

Series "B" 

. US$45,000,000 
Secured Flouting Rate 
Notes Due 1996 

In accordance with the provi- 
sions of the Notes, notice is 
hereby given that the rate of 
interest tor the interest period 
1 2th July. 1993to i I th January. 
1994 has been fixed at 
3.72*^ p.«L The coupon amount 
payable on I ith January. 1994 
will be USSIK.910.00 per 
US$1,000,000 Note. 


1U1 The Yasuda Trust and 
| f Banking Co., Ltd. 

Ixmdon Agent Bank 



MBE Finance N.V. 

US $10,000,000 

Series “B" Guaranteed 
Dual Basis Bonds due 2001 

In accordance with the 
provisions of the above 
mentioned Bonds, notice is 
hereby given as follows: 

Interest period: July 13, 1 993 to 
January 12.19M 

Interest payment 

data: January 12 . 1994 

Interest rale: 3^5% per annum 

Coupon amount 

payable per Bond 

of US St O.OOO; USS301.S9 

paSHT" 

Agent Bank 


The Chari Seminar - Presented by David Fuller • 25th yea; 

Luxembourg 2 & 3 September Ca;l Ja .- C Farqohcj(son x * 
Zurich 7 & 8 October teL 071 -439 4961 >;cx 

London 29 S 30 November Fax:071-439 4966 *<,*?,* 

CJ F,‘. :?.« mOT.bO' AOX 



U.S. $200,000,000 
American Express Bank Ltd. 

Floating Rate Subordinated Capital Notes 
Due 1999 

Notice is hereby given that for the Interest Period 13th July, 1993 
to 13th October, 1933 the Notes will bear interest at the rate of 
3htK per annum. The interest payable on 13th October, 1993 
against Coupon No. 26 will be US. $87,85 per U.S. 610,000 
Nominal and US. $2,196.18 per UJS. $250,000 Nominal. 

OATH) IMS 1ZTH DAY OF JULY, 1993. 

Principal Paying Agent 
gNga ROYAL BANK OF CANADA 
mZES EUROPE LIMITED 
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INTERNATIONAL bonds 


INTERNATIONAL CAPITAL MARKETS 


Swiss tranquillity disturbed by a quiet revolution 

AlKfWin n * W M. 


^ONG European bond markets 

lan« over the past y^Ho^ 
mWte members of the Enropeim 
wi^?_ rate med *rism, Switzer- 

tarbed by a quieter revolution tak- 
togpkee m the Swiss franc bond 

months, the changes 
^ ve ^hen place in this <£r- 
ner of Europe - regulations govem- 
mgthe market and the issuance of 
Jnrger. more liquid issues - appear 
tobe creating a more enticing mar- 

a soverei 8» and 
supranational nature. At the same 

C ^ nge 114 the economic 
Background has made make it more 
Jusely to encourage investors to buy 
bonds and tor borrowers to launch 
longer-dated Issues. 

A recent report by Ms Caroline 
Shah, an analyst at Standard & 
Poor’s, the international credit rat- 
ing agency, points out that the vol- 
ume of bond issuance in the Swiss 
franc bond market has dwindled in 


recent years, as the market was 

hampered by slow liberalisation” 
and left behind as other countries 
liberalised their currency markets. 

According to figures provided by 
Euromoney Bondware, the volume 
of public and private Swiss franc 
bonds for foreign issuers ttorffwofl 
from a total of SPrt2.7bn in 1990, to 
SFr 293bn inl991 and SFr27.8bn in 
1992. Yet in the first six months of 
1998, the volume of new is*q«n bos 
topped SETiajjbn, suggesting the 
market could be set to exceed the 
previous year’s volume. But as Ms 
Shah says, “recent moves have 
begun to reverse that trend 
and.... may pave the way for the 
development of a Swiss franc Euro- 
market”. She points out that the 
Swiss franc market may have bene- 
fited from the sporadic bursts of 
turbulence in the European 
exchange rate mechanism. 

The following four recent change 
should help to lift the growth of the 
Swiss franc market: 

• the abolition of stamp duty 
on the issue of Swiss franc 


bonds by nonrSwiss Issuers 

• the abolition of stamp duty on 
inter-professional trading of foreign 
bonds, which bad aggravated the 
illiquidity in the Swiss franc market 

• the relaxing of syndication 
requirements, so that banks which 
are not domiciled in Switzerland are 
able to syndicate Swiss franc bonds 
issued by foreign borrowers 

• new issue commissions and asso- 
ciated fees for borrowers have been, 
reduced and are more evenly dis- 
tributed. 

According to S&P, the relaxation 
of the stamp duty on foreign issues 
should tempt more Swiss franc 
bond issues from foreign borrowers 
while the new syndication rules 
should help broaden the investor 
base outside Switzerland. 

Yet, the pace of change could be 
slow. A bond analyst at Pictet, the 
Swiss investment house, says: “The 
liberalisations are bearing 
fruit . . . but it remains a small capi- 
tal market with very few bench- 
mark issues." 

Some borrowers are taking note 


of the changing environment Last 
month the Republic of Austria 
established the benchmark bond in 
the Swiss franc market with the 
launch of its SFrlbn brad due Feb- 
ruary 2000. The Kingdom of Sweden 
also tapped the market last month 
with a SRrSOQm 10-year issue, its 
first foray in this market since 1988. 

Austria's issue is particularly sig- 
nificant given that one of the most 
frequent complaints about the 
Swiss franc market is its poor 
liquidity. The market is dominated 
by Swiss retail investors who, once 
they have bought the bonds, tend to 
hold them to maturity. Small issues 
of about SFrlODSFrlsom are placed 
and the liquidity dries up, forcing 
banks to quote wide bid-offer 
spreads thereafter. 

Mr Ruedi Zehnder, head of pri- 
mary markets at Credit Suisse 
expects Swiss retail investor appe- 
tite for bonds to pick up now that 
Inflation is coming down and 
short-term interest rates are declin- 
ing. The Swiss bond yield curve has 
been inverse for the last three 


years, so while investors could 
obtain high returns on bank deposit 
accounts, there was less incentive 
to buy lower-yielding bonds. How- 
ever, with the fall in short-term 
rates, the carve has flattened out, 
and that appears to be triggering 
investor interest in the longer end 
of the carve. 

Another positive factor according 
to one Swiss banker, is the likeli- 
hood that there will be some early 
redemptions of bonds with rela- 
tively high coupons this year, 
which should ' create investor 
demand for Swiss franc bonds. 

For borrowers, Swiss interest 
rates appear relatively low by Euro- 
pean standards, and some borrow- 
ers have been able to take advan- 
tage of attractive swap rates. 

However, Mr Zehnder is less opti- 
mistic about the investor base: 
“There is not a broad demand from 
outside Switzerland ... we are 
c hang in g but not as quickly as peo- 
ple thought we would change." 

Sara Webb 
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NEW INTERNATIONAL BOND ISSUES 


Amount 

m. 


°T" 


YWd Launch Book runner 
mce % spread bp 


US DOLLARS 


Seino Transportation Cajbvfc 480 

NGK tautatorajd# 300 

Kingdom of Denmark 250 

Baeanfi-Martinl Finance 200 

Sumitomo Cement Co4d)$ 200 

Saangjrong Os ftaflnhgflij 150 

Banco Padua) so 

Crtdfr Lywnabfcfl* ibn 

Japan Airlines Co. 250 

RepubBc of Argentina ' 150 

Republic of Argentina 100 

Mitsubishi 01 Co.(h)$ 200 

State Bkjot Mew Stft.Wfefesffit 152.12 

Grupo 1RSA 150 

Cricfit LyonnateHu&t 250 

Araouz CaluloaefW) 80 

D-MARKS 


JUL1987 
JUL1B87 
Aug.1987 
Jut 1998 
Jti.1997 
Deo2008 
Jan. 1996 
JH199B 
JuL20Q3 
Aug. 1996 
Aug2000 
JuL1097 
Feb .2003 
JU.1996 
Jill 998 
Juj.1996 


1.375 

1-375 

4.75 

5.75 
1.375 

3.75 
9.25# 

ta) 

6X525 

&S75# 

825# 

1375 

fl 

8375# 

(s) 

9# 


100 - - Nomura International 

100 - Mkto Europe 

9938R 4365 +20 (e) NB&o Europe 

9936R 5.854 +80 (5*96-98) JP Morgan Securities 

too - Namua International 

100 - - Paribas Capita! Markets 

9933R 9.420 +530 (e) tNG Bank 

99-6SR - - CJ^onJGLSadts/Lehman 

99-315R 6.721 +63 {6*96-031 CSFB 

9SJ6R &890 +255 *4*96-96? Chase/ Letman Brothers 
99.7365R &300 +286 {5*96-00) Chase/ Lehman Brothers 
100 - - Nkko Europe 

99-1R - - Morgan Stanley Mt 

99.497R 6500 +344%pyfc96-W) Goldman Sachs IrrtL 

98.7R - - C.Lym/GLSachs'Lehmart 

100ft 8.791 +450 (41496-98) CSFB 


Borrower 

GWLDERS 

Amount 

m. 

Maturity 

°r 

Price 

Yield 

% 

Launch 
spread tip 

Book runner 


334 

JUL1998 

4# 

100 

. 

- 

MeeafttawxVUBS 

1NVW 

200 

Aug. 1998 

a25 

99SR 

&274 +22.6(8%%-98) MG Bank 

Gommercbanfc Usees Finance 

250 

Aug. 1938 

&25 

100.1ft 

6226 +23 (BW%-98) 

Rabobank Nederland 

ITALIAN LIRA 








Ostenrichfeche Kontro&enk 

250bn 

Aug2003 

93 

101.825 

9244 


Paribas Capital Markets 

Kingdom of Sweden 

250bn 

Au^2003 

9.75 

99375R 

9A51 


Deutsche Bank London 

ABB Inti. Finance, Meths. 

2S0bn 

Aug£D03 

10 

10125 

a798 


San Paoto, Turin 

Benetton Inti. Netfojm# 

200bn 

Jui.1098 

(m) 

100 

- 


Swiss Baik Carp. 

Qsterrefcfttote PcKtspartease 

150*1 

AugJ7003 

9^5 

101.675 

9255 


BC1 

DSL Bank 

15Gbn 

Aug.1998 

925 

101.775 

1796 


Buramobitare/JP Morgan 

Credit Fancier de France 

150bn 

Aug_20G3 

10 

102.664 

9574 


Dfflrische Bank London 


SWISS FRANCS 


Art»ed(a)§ 

Lynx. Frdandf^ 

Altana Fhance, Netherlands 

STERLING 

192 5 
100 
100 

JUL2003 

Aup2003 

Aug2000 

Z5 

zero 

7.125 

72.724 

100 

101^ 

Mens Lynch Bank 

Trinkaus & BuWiartit 

6248 - Dresdner Bark 

Ledbroke Group 

125 

AugJ20D3 

8275 

99.063 R 

9JH8 +127(B%-03) tectays de Zoete Wedd 

National Bank of Hungary 

100 

Aug 2003 

10 

97.66R 

10387 +260(896-03) JP Morgan Securities 

Fate* 

70 

JUL1996 

W 

N 

Marti Lynch Inti. 

FRENCH FRANCS 






Kansai Electric Power Co. 

2£bn 

AU&2003 

7 

99.79R 

7.030 +28 t6*%-03) Barque Part»s 

Reuutt 

lita 

Aug 2002 

725 

99295ft 

7260 +© [8>W&-02> SoottA Generate 

Bonk of Greece 

Ibn 

Aug.1998 

75 

99255ft 

7^60 +140 (9y4%-98) BNP/ Credit Lyonnais 

Sac. G6n. Acceptance^ 

500 

Aug2001 

8.18 

99 JR 

6261 -37 (9tt%-01) Sod«6 G6n&a5e 

Soc. Natfonafe Sf AquiWte 

Ibn 

Aug2Q(J3 

7.125 

99.48ft 

7200 +39{6*%-03J CCF 

YS4 

* 





Mitsubishi OD Ca(hJ§ 

30bn 

Sep20Q0 

2# 

100 

- - YamafcW Inti.(Europ^ 

Hankyu Dept Stores^, kj§ 

15bn 

Sep 2000 

«• 

100 

• - Darwa Europe 

Takara Standard Ca^9§ 

tOtxi 

Mar-f938 

1.625 

100 

NBJco Europe 

CANADIAN DOLLARS 






Province of Ontreiot^ 

125bn 

Dec2003 

7.75# 

98.125ft 

8X12 +70 f7Vf%-03) Marti Lynch IntUst 

Kingdom of Denmark 

200 

Jill 997 

6.825 

99.48R 

6.778 +40 (BVi 96-96} Kidder Peabody Inti. 

SO A£ 

125 

Aog20Q3 

&T25 

B8A94R 

6292 +60 {71496-03} Scoti^teLeod 


inter-American Dev'ment Bank 
AJoka C<L(b.pr+§ 

Caisse Fruflfatee de Dev’manf 
Immuno Finance^ 
CommeRbank Q’saas FJM4> 
Algan CaM*$ 

LUXEMBOURG FRANCS 


600 

Aug20O3 

4.75 

101.75 

4329 

- 

Craft Stisse 

60 

Sep. 1997 

12751 

100 

- 

- 

NOdco Bank (Svrite.) 

125 

Aug-1996 

4275 

1Q22S 

3271 

- 

Craft 

75 

Aug.1998 

3J 

100 

- 

- 

UBS 

300 

Aug2000 

2.5 

100 

- 

- 

Bank Corp. 

65 

Juf.1997 

1.125 

100 

- 

- 

Nomura Bank (SwizJ 


Banque Indcauez 

Ibn 

Aug2003 

725 

102 

6266 


BGL 

European Investment Bank 

Ibn 

Aug.1SS9 

625 

102 

5545 


BIL 

PartKtux Finance 

Ibn 

Aug.1999 

625 

100 

8250 


Banque Porfcas Lux. 

Krertetcorp 

1^30 

Aug-2009 

7 

102.45 

Bff? 


Kredtatbank Luxemboug 

LVMH 

Ibn 

Aug.1999 

6.75 

101.7 

6.400 


BGL 
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RISK AND REWAKD 


Derivatives industry 
scrambles to find some 
kind of infrastructure 



THE debate in 
world basking cir- 
cles over controlling 
systemic risk from 
derivative securities 
trading will inten- 
sify when a study 
group formed by the 
Group of 30, a Wash- 
ington-based think 
tank, releases its report on deriva- 
tives later this month. 

Such studies are popular. Deriva- 
tives, in the span of just a few 
years, have become integral to cor- 
porate risk management, with a 
surprising array of business appli- 
cations, from swapping long-term 
debt for short-term debt to hedging 
foreign exchange or commodities 
exposure. Regulators are just com- 
ing to terms with swaps, swaptions, 
and hybrid instruments, and are 
wondering if, and bow, such bank- 
ing exotica should be supervised. 

The banks which trade the mar- 
kets are farther along in manag in g 
derivatives. The industry has 
evolved to a point where standar- 
dised contracts and other proce- 
dures are helping to mitigate credit 
risks. Now, with the threat of regu- 
latory intervention pending, the 
derivatives industry is scrambling 
to adopt an infrastructure of sorts, 
in order to prove that participating 
dealers have the growing markets 
under control. 

Estimates of annual over-the- 
counter derivatives turnover range 
from $5,00Obn to |7,000bn in terms 
of notional face value. However, 
since only the income streams from 
these securities are swapped, the 
capital at risk in each trade is 
smaller than the face value of the 
securities by at least a factor of 10. 

Ideas for managing credit expo- 
sure while at the same time allow- 
ing reasonable market access and a 
healthy measure of innovation 
range from a centralised derivatives 
clearing bouse to a more sophisti- 
cated generation of standardised 
bilateral swaps contracts. 

Since credit quality is an impor- 
tant marketing tool for exchange 
clearing houses, big banks, and the 
newly-formed AAA credit-enhanced 
subsidiaries of big 'Investment 
houses, the debate is coloured by 
the self-interest. 

The central clearing house idea 
has attracted the support of some 
US banking regulators. A clearing 
house would guarantee both sides 


of a swap and limit default risk. 
With the credit quality of counter- 
parties less of an issue, a central 
clearing house would, to theory, 
open up swap market participation 
to less highly capitalised banks. 

Chicago’s two big futures 
exchanges would like a slice of the 
swaps clearing business, and are 
positioning themselves for a poten- 
tial bonanza. “It’s something we’re 
considering,” says Mr Jim Slenz, 
senior director of risk management 
applications for the Chicago Mer- 
cantile Exchange. 

The Chicago Board of Trade is 
making a bid to clear swaps. Late 
last month, it asked its primary reg- 
ulator, the Commodity Futures 
Trading Commission, to exempt 
markets traded only by profession- 
als from the constraints of federal 
oversight. Such an exemption, 
which has been granted to OTC 
swaps and off-exchange energy con- 
tracts, would allow the CBOT to 
compete against the OTC markets 
with Its own nan-standardised 
derivatives. However, it would also 
put the exchange in line to clear 
swaps and hybrid transactions. 

The CBOT is a long way from 
achieving such an exemption. CFTC 
officials have opposed mingling the 
derivatives risks of large institu- 
tional traders in tbe same clearing 
house that protects the investments 
of small retail futures and options 
traders. 

Mr Andrew Coleman, partner in 
Price Waterhouse’s capital markets 
area, believes a separate "mega 
clearing-house" for OTC derivatives 
could be constructed, but that it 
would be expensive to establish. 

He sees drawbacks: the proce- 
dures used to clear, or match, 
highly standardised futures trades 
in liquid exchange markets do not 
tr ansf er easily to swaps, which are 
individually tailored to suit the 
needs of a single company and are 
usually difficult to re-sell. 

The handful of specialist dealers 
trading swaps would prefer to avoid 
the expense and standardisation 
required by a clearing house and 
negotiate instead a series of bilat- 
eral agreements that reduce expo- 
sure in the event a partner in a 
swap defaults. Bilateral agreements 
allow them to preserve the market- 
ing edge they garner from their 
AAA credit ratings. 

Laurie Morse 
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NOTICE OF REDEMPTION 
To Holders of 

67.fr Convertible Debentures Due 2003 
or 

The Goodyear Tire & Rubber Company 
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taAtajpg the Ecdempaoo Price and acreied interest, tall be USS5.C88.I5 per bearer 
Depasture. 
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after dm BetejdiDn Date, the Eetopw^Price far web Drfwta* *a be reted by 

l laerea shall cease toreaneoaall of ibeDebennnsooMd altar tbe BeAsoptiso Dtat 

4. The Debenture# be coarerted Lam tie Common So*b of G<w(y«rl''!o<i<ljwr 

the Redempam Date. At the dose of tatoeoa oo the Sedeaptaoo Dtac lie ngte ta 
concert the Debentare* «B tamale. 
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Standard ^ Chartered 

Standard Chartered PLC 

HMIiMtarai6rtatare9 


US$400,000,000 Undated Primary 
Capital Floating Rate Notes 

In accordance with the provisions of the Notes, 
notice is hereby given that for the Interest 
Determination period from 12th July 1993 to 12th 
August 1993 the Notes will carry interest at the 
rate of 3.625 per cent per annum. 

Interest accrued to 12th August 1993 and payable 
on 12th January 1994 wilf amount to US$31.22 per 
US$10,000 Note and US$312.15 per US$100,000 
Note. 

West Merchant Bank Limited 

Agent Bank 


These securities have not been registered under the Securities Act of 1933 and may not be offered 
or sold in the United States absent registration or an applicable exemption from the registration 
requirements of the Securities Act of 1933. including Rule 144 A thereunder These securities 
have been previously sold. This announcement appears as a matter of record only 
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PETRONAS 
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$ 500 , 000,000 


Petroliam Nasional Berhad 

(incorporated in Malaysia with limited liability) 

6 %% Notes Due 2003 


Salomon Brothers Inc 

Lehman Brothers 


J.P. Morgan Securities Inc. 


Standard ^Chartered 

Standard Chartered PLC 

/tifnTwrataireifitatataltata-taEiptatf 

US$300,000,000 Undated Primary 
Capital Floating Rate Notes (Series 4) 

(of whichUS$200 1 000,000 has been 

issued as the Initial Tranche) 

In accordance with the provisions of the Notes, 
notice is hereby given that for the six month period. 
(184 days), from 12th July 1993 to 12th January 
1 994 the Notes will carry interest al the rate of 3.65 
per cent per annum. 

Interest payable on 12th January 1994 will 
amount to US$1 86.56 per US$1 0,000 Note and 
US$1 ,865.56 per US$1 00,000 Note. 

West Merchant Bank Limited 

Agent Bank 


Notice to Holders of Warrants 
to subscribe for shares of common stock of 

Yamamura Glass Co., Ltd. 

issued in conjunction with 

U.S. $100,000,000 

4 percent. Guaranteed Notes due 1995 

Notice is hereby given in connection wilh the captioned iva/zanis (Ac 
“’Kfemnrs") as follows: 

The average of die dosing prices of shares {“Shares") of common stock 
of Yamamura Glass Co.. Lai (the " Company") on die Tokyo Stock 
Exchange lor the five conscairivr trading days up to and including 9th 
July, 1993, when multiplied by 1.05 and rounded upward ro the nearest 
yen, was ¥772 per Stare and was less than die Subscription Price of 
the \torrants in efiect on such day by not lea than VI, and 
consequently die Subscription Prior of the Warrants k required to be 
revised downward pursuant to die provisions of Condition Q IA] of 
die Terms and Conditions of the Warrants. 

As a result; the Subscription Price of die tifarona which is currently 
¥923 per Share will be revised downward to ¥772 per Share with 
effect aom 26th July, 1993, Japan rime. 

Yamamura Glass Co., Led. 

By: The Mitsubishi Trust and Banking Corporation, 
London Branch 
05 Principal Paying Agent 

Dated- 12th July, 1993 
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AMEX COMPOSITE PRICES 


4pmdosaJtfy9 



Pt 

Sto 

Stock 

Ote E 100S 

Acton Cpr 

0 

44 

AdvMagn 

OS) 

12 

AkExpr 

020 11 

174 

Nfinhc 

2 

10 

J%tehd 

7 

14 

Am tor Pa 

002 9 

18 

AmMatzeA 084 IB 

33 

AodaHCp 005 2 

348 

A»eq d 

1 1939 

Anrpa-AmA 

28 

42 

ASRhvs 

080 01296 

inlufeirh 

ASUUKCB 

15 

44 

Nad 

3Tff15 

AdssCMB 

2 

200 

AufinsA 

12 

230 

BAH Ocean 055 1 

63 

BadgoUr 

008 39 

18 

BaktoaTA 

004 45 

56 

arty AS 

S 

7 

BAT hd 

000 111604 

Beard 08 

0 

93 

BbfeKan 

040 11 

30* 

14 

Bio-Rad A 

7 

9 

Mount A 

045 21 

127 

Briar PH 

« 

209 

BowKWey 

47 

16 

13 

49 

Bow® 

000 10 

34 


HM UnsCkas Ctuvg 

*&ig .3 4 
1 i 



17% 17% 17% 
9% 9% 8% 


MEngy 

Ctewp 


18 1571 17% 17% 17% -% 
0 50 1% J1 1 , 
CBntan 040 14 40 19% ife 19% 

Cn Hare 048 14 zlOO 11% H% 11% , 

CtufiRA Ml 5 378 4% 4% 4* 

9 10 Wi 11 H 


Stock 

Chanpion 

CMsa 

GrMRM 

Condnco 

Cwqwbuc 

Coned FM 

CraseATA 

Crown C A 

CromCB 

OMe 

CUStOBHIta 


F t SH 

Ma. E 100a HM 

2* 120 1 
3 974 
041 363 

040 13 10 11 
26 73 1 

12 107 
148 32 326 17% 
o>u 13 104 irt? 
140 11 118 13% 
143276 46 22% 

12 123 23 



15% 16% +% 
12% 13% +1 


OMt 15 B3 1% 

Otawfc 20 2261121% 

Ducatnnsi 6 20 3Jj 

Duplex 046 28 32 11 

PAG Cap 231 97 


EffltnCO 

Eatepaup 

EcteBw 

EedEnA 

EnuySen 

nukuu. 



046 1* 2100 12 12 

142 14 40u2D% 19% 

047 428230 12% 12% 12 _ 

028 14 21 16 Irt 16 

11 5BB 2H Z% 2H 

15 151 20% 20 20% 



32 32% 32% K% +% 
Brt 61% +% 
10% 105 +% 
24% 25% +1% 
34% 34% 


080 ID 58 ,. 

079 17 232 25% 2 

070 20 407 19 1 

18 213 
17 64 

044 2 196 




CHCor p 
bull IK Cp 
taLCtm 
bramagn 


?! 9* 

Ohr. E 100s fflflh 

024 171104 
10 19 3 
1 118 2 
015 29 zlOQ 1 
10 3457 
1171542 
25 104 11 


012 2 32 11% 11% 1 *jj 





88 356 12% 12% 12% -% 
9ZI00 10% 10% 10% -% 
10 9 4% 04% 4% +% 

492 18% 17% 17% 


Lntaras 10 61 
iWbd 20 33 
Lae Pterin 32 38 
UoMQp 0 240 
Lumen he 13 43 
Lynch Cp 13 12 

Um'Bc 20 43 
Uacom 7 42 

ItetaA 044 22 109 
Has Co 020 3 2 

UoagA 67 110 
M9?Et(d 2 89 

Mat PM 3 44 

Hew Lino 2i 16 
NYTtamA 0581833830 
UhC»H 020 46 9 

Manse OSfi 66 10 



Stack 

NVRyan 




IV Sa 

Oh. E 100s High LowQom (tag 
2 50 A \ > r a Fia 

333 24 10 9% 10 +% 

044 31 1381 26% 28 28% ♦% 

OlO 77 2903 25% 24% 25% +% 
060 2 66 12%<n2% 12% 

148 11 13 20% 29 20 . 

023 10 649 37 36% 36% +% 

050 12 10 23% 23% 23% -% 

21 10% 10% 10% 

10 14% 14% 14% -% 

80 1% 1% 1% 

20 29 

” ^ 4^4 4% 

000^% 20% +% 
90 7 6% 6% -% 

«« J5.-4 
‘ "SIS A 

1 !l 

33 152 - . 

117 121 28% Z7% 28% 

34 955 11% 11% 11% 

10 87 28% 28% 26% 

1.12 20 B1£ 14lz 14 14% 

040 0 78 21% 23% 23% 


xytrotex 


GET YOUR FT HAND DELIVERED IN COPENHAGEN, 

AARHUS, AALBORG, ESBJERG AND ODENSE. 


- ■«flateS4 





NASDAQ NATIONAL MARKET 


4 pm doss July 9 


h at 

(Huh Ba. E tab HM Uh Imt CMB 

APBnndadLSS IB 388 17% 17 17 
ASS hKb 20 3 12 11% 12 

NX (tap* 612 24 317 13% 12 12% 

AcdaboE 4615M6iOZ% 30% 32% 42 
AOMlflb 41 4«B1S% 17 18 4% 
AoKxnCp 27 127 17 l^a 16% 4% 

AdWtKti 133146 22% 21% 22% 

ADC Tab 28 962 30 29% 29% J« 

Addhgtan 41 398 15% is 15% +% 
Ada San 01616 3 22 21 22 

Adobe Sib 040 30 SOT 56% 57 59% 42% 
AdHKsC TO TOO 12% >1% 12% +% 
A* Logic 13 59B 4 3% 3% -% 

Advftftfll 15 529 6% 6% 8% 4% 
AdkTUdLob 28 296 17% 16% 17 4% 

025 20 4Uu4S% 48% 48% 4% 
16 52S 15% 14% 15% 4% 
Agency Ra 13 111 8% 0% 8% -% 
A0ftx& OlO 5513070 11% 10% It -% 
AM ADR 16010 723 42 41% 41% 

Ados Cp 821681 16% 14% 14% -% 
AiSxBHT 048 T5 444 27% 26% 27 4% 

AABOOMI 15 366 9% B% 9% t% 
Aten Org 048 13 14 32% 30 30 
AfinPb . 7 373 10% 10% 10% -% 
AMCipa LOO 15 98 17%d1B% 17% 4% 
AM Cap 060 12 12 14% 13% 13% -% 
AfDOOaC 032 13 2 6 5% 8 4% 

Natal 008 41SZ7 ia 1% lit 
ABaraCD 42 5502 18% 18% 19% 41% 


Am Banter 068 111878 u30% 29% 30 

AH) Ely BO 28 97i22%2l% 22 
Am Hoag 17 212 1B% 17% 18% 

NnltadB 14 163 7% 6% 6% 

Am Saftaa 032 34 517 7% 7% 7% 

AinHwya 48 348 18% 16 18% 

AmQnotA LOO 171759 55% 66% 55% 
Amerbita 0 182 % di % 

Amutnnt 18 965 1U 1% 

An Had l 104 8 13 54% 53 54% 

Abut Roam 53 2856 38% 36% 37% 

Am Tar 9 30 10 9% 10 

AmRimT 6 3ffl 1% 1% 1A 

NnOMbC 147191 38 35% 35% 

AmtaChCp 008 321814 23% 22% 23% 

Amrsfir? 42159 5 4% 4g 

Arteogta 15 39S 15% 14% 14% 

Analysis 060 18 28 30% 29% 29% 

AnangatAm 1-00 17 ite 17% 17% 17% 

AmfcnwCp IS 91 27% 28% Z7% 

Antra An 14 36 15% 14% 14% 

ApognEn 028 34 89 12% 11% 11% 

ARPOo 22 914 6 5% 6 

ApfNtW 352290 55% 53% 55 4% 

Apple Camp 048 813572 37% 38% 38% 4% 
009 46 18011122% 21% 21% 

020 157156 16% 16 16% 

021 21 189 20 19 19% 

IjQO 9 174 32% 31% 32% 

08* 30 222 18% 17% 18% 4% 
064 181721 u36 34% 35% 4% 

351495 11% 11 11% 4% 

43 1302 23% 22% 22% -% 
166 27 20% 19% 20 4% 

85279 1514% 14% +% 

38 ZlOQ 9% 9% 9% 4% 
028 25 3540 28% 26% 26% -2 

048 2719640 51% 48% 48-3% 

18 29 4 3% 4 

OS2 31 845 B5% 5 5 -% 

193768 9 8% B% -% 


Alter Dr 

Arabs 

Argorut 

Amor AT 

Arnold hi 

ASX Grp 

AspeefW 

AaaocCanan 

ASTRsndi 

AMnm 

ABSEAb- 


4l 

+% 

4 % 

-% 


41 

4 % 

4% 

4% 

4% 

-% 

■% 

-% 


-% 

4 % 

4% 


Autahdb 
AntMs 
Attar Cp 


BEIB 

Bsbteges 

BtaerHWt 

Baker J 

BUmLB 

BtaordM 

Bancae 

BtaSwor 


BoanatF 
BayVtpw 
Baytenhs 
BS&TRn 
BE AMO 


BHAfirp 

Bine 

BflB 

StafleyW 

Bogan 

Btonct 

ShorOrg 

BMCSaftw 


5% 24 


- B - 

000 7 Z7 8 7% 
15 ISIS 21%IQ0% 
7 1% 1% 
008 161678 20% 20 

050 10 H00 042 39 

OM 252045 16% 15% 
14 442 19% 18% 
0.18 128348 13% 13 

Bn*flrsCpx05B 8 156 29 28 

Bnhnalh 19 13 17% 17% 
BtekMtan 020 201213 24 23% 

Buta6eo 048 171258 30% 30 

064 15 363 30 26% 

060 17 53 20% 19% 
060 11 1001 45 44% 

1JJ0 11 204 34% 34% 
32 1286 14 13% 

BauaCWx068 25 8 8% 7% 

Bensjeny 22 404 25% 24% 
BertdsyWR 040 15 534 39% 39% 
BHA Grp 020 15 2857 13% 12% 
38 Z100 19% 18% 
31 18 7% 7% 

034 IS 548 19% 19% 
066 10 189 11% 10% 
212684 31% 30% 
18 1562 10% 10% 
LOO 14 146 4012 45% 
23 5897 56% 53% 
Boatmens 12* 121613 81% 61% 
Boh Bran 02S 17 473 18% 18% 
BataOtA 0 748 
Book, SB 15 7 ZS 

Borland 62886 22 21% 

Boston Bk 068 8 597 32% 31% 
Boston Tc 49 404 8% 8% 
BfatyWAxOn 2B 6 36 34% 

Brand Ow 150 26 19% 16% 
Branco 020 39 232012% 12% 

BnimS 022174845 10% 9% 
BSBBnop 1J» 8 14 30 31% 

BTSteng 048 0 851 2% 2% 
Boltate 34 939 19% 19 

BuMenT 75 1M 11% 10% 
Bunip&S 6 54 2% Zi 

BurrBnm 5B 49 7% fi% 
Bwdnesafl 17 13 23 22% 

BuOerUtg 27 83 19% IB 
Bytes 5 534 3% 3% 


- c - 

CTac 500 716 26*2 24 

CaatKBd » 342 7% 7% 

CadBdnspE 154 16 416 Z7% 26% 

CadmuaCam 12 30 9>4 d8% 

Caere Cp 13 277 7% 7% 

Qdgene 2J5 11 602 14% 13% 

30 801 16% 17% 

11 1379 5% 5 

1 701 3% 02% 
054161 34 61% 60% 

2 205 4% 3% 

OlO 15 479 28% 27% 

057 22 40 23% 22% 

OBO 17 29 21% 20% 

015 15 100 18% 17% 

12 748 13% 12 

4 397 14% 13% 
10 14 0% 8% 
211517 9% 8% 

1 852 8% 7% 

LOO 12 783 31 30 

81 11012% 12% 
16 27 4% 4% 
(tatter 1 0B4 8 690 31 30% 

Otsrmbg 009 1623299 12%d12% 


£ 

A 

41 

15% 


19% +% 
13% +% 
28%+1.33 
17% -% 
24 +% 
30 •% 


29% 

20 

44% 

34% 

13% 


+% 
f% 
-% 

8% +% 
25% +% 
36% -% 
13% 4-% 
18% 

7% +% 
19% +% 
11 

30% -% 

I0»a 

45% 

55% +% 
81% -% 
18% -4% 

25% fit 
21% rt, 
S% 

8% +% 
34% 

19% 

12 % +% 
10 +% 
32 -% 


2% 

IS 

11 % 

«a 

A 

3 


j. 

% 

* 


25 -1% 
7% +% 
26% -% 


CUMcra 

Canteflo 

CandetaL 

Oman he 

Cmrnte 

COrMx 

ChrimCm 


Quays 

Celgena 

Cotter 

CBtCp 

Cenudel 

Oenkmor 

can™ 

CnuiSpr 


§ 

SI 

5 

81% 

4 

77% 

23 

21% +1% 
(8% 


! 


A 


-% 

4 


(tackpi 

(tomdagn 

ChonAi 
Ownpoarar 
CMpsSTe 
CUrtnQi 
Ctno Rn 
OntaaCP 
Qnwigc 
OS Tech 


CtzBancp 
Clean (Or 
CBKaDr 


22 294 10% 10% 
26 17 8% 5 

14 2 11% 10% 

21 142 1% 1 

13 4 3% 3% 

1 178 4 3% 

37301 82% 81% 
1.12 17 297 59% 58% 
014 28 710 28% 25% 
192BB9 16% 15% 
5121798 5% 4% 
48 6265 55 53% 

IDS 14 27 25 25 

26 21 14% 14 

30 494 15% 14% 

18 6188 9% 9% 

OxaCott 068266 340 27 38% 

Coda Easy 220 415 6% 6% 
DottUm 7 386 8% 7% 
Cognac Cp 40 1418 26% 28% 
Coma 161136 B8% 7% 

Coherent 33 322 14 13% 

colagan 34 921 23% 23 

COttta 124 20 11025% 2rt 
COM Brp DEO 11 445 28% 26 

Omnia Hep 223784u2S% 2B% 
Cota 019 25 1768 Z7 26% 
Comcast A 014 151654 23% 22% 
CmcatASp 014 13 3373 21% 21% 
ConafikstEOEO 11 61 29% 20% 
CuamCbar 070 28 217 17% 16% 
CnuprtJda 44 671 13 12% 

Qrnnhsra 2 27 B% 6% 
Coras h*M 681199 4% *A 
GntfWT 128*3 NH 53 52 
Cnmom 8 34 7 6% 

QnM0 1M 48 1180 urt 8% 
CanKKta 21 669 18% 16% 
OMDNa 1 1240 13 12% 

CoontN 090 151855 18% 18% 
Copybte 1727845 18% 18% 
Conte Cp 161423 32% 32 

Cuahta 116 121400 50% 58% 
Cop a A 30 38 8% 7% 
OostcoWh 174446 18% 16 
CracterB 002 389108 27% 28% 
Cray camp j 4«i 2% 2% 
Crotar 1.12 18 3770 44% 43% 
Crown Has 3 123 5% 4% 
CM* 13 296 12% 1»% 


12 % 

14% 

0% 

B 

8% 

30% 

12% 

4% 

30% 

72% 

10 % 

5% 

10% -% 

1& ♦& 

61% -% 
59% 

26% s-% 


18% 

5% 


54% +1% 
25 


14% 

14% 

9% 

28% +% 


3 


6% 

7% _ 

28% -% 
8% +% 
14 +% 
23 
25% 

26% -% 
28% +% 
' *% 


23 

21 % 

29% 

17 


-% 

+% 


1Z% +% 

6% 

82% +% 
7 +% 


8% 

16% 

Ig 

18% 

17% 

32% 

58% 

7% 


+% 

A 

-% 


16% +% 
27% +% 

44 ft 
4% ft 
12 % +% 


- D - 

DSC Comm 7812356 51% 48% 51% +2 

OddMtg 01228 23 21 20% 20% 

Dart Grau 013 87 7 85 80 60 >Z% 

OataSwUi 15 115 2% 28 2% 

15 28 4% M% 4% ft 


DuhNnDpxOJO 
Den Shop] 020 
DaktalEn 032 
DetabGa 050 
Dettampa 044 

wcomp 
Ddtaosn 
Dos Oh 056 
Dncon 020 
OH Tech 
DferriS 072 
npihti 
ngtaero 
no 5mm 
DtflSpt 
DtonaCh 
OshTm 020 
OKA Pint 
(MarCh 020 
Dorn Bate 0.44 
DOIfll HB 060 
DrocoEngy 


Drey GC 024 
DragBapo 006 
DS Bancor 109 
Dudran 060 
Dorr Ft 030 
DynotyQ 
Dinahdi 


n st» 

C Nte Bgn 

26 517 14% 

12 180 25% 
19 141 8% 
8 339 10% 

13 764 24% 
111151 21% 
75431 18% 
25 513 20% 
11 43 30% 

11 a a 

12 224 14 

11 1655 28% 
23 582 23 

63577 12% 
23 722 2 

37 IBS 5% 
17 30 35% 
15 948 11% 
5 368 5% 
25 615 28% 
53 661027% 
46 14 16 

19 205 23% 
15 97SO 72% 
28 73 29% 
34 48 7% 
8 14 15% 

23 400 22% 

24 8u33% 
4 176 1H 

15 326 27 


Lon Last Chap 

13% 14 +% 

9*%24% -% 
05% 6% ft 
18% 16% ft 
24% 24% ft 
1ft 21 ft 
18 1ft t% 
19% 20% 1-1 
29% 30% 

7% 8 

13 14 
28% 28% 

22 % 22 % 

10 % 11 % 

iH ft 

4% 5% 

34% 34% ft 
11 11% ft 
5% 5% +% 
SB 28% ft 
aft 27 
15% 15% 

23% 23% 

1ft 72% 

28% 28% 

6% ft 
15% 18% 

22 22 % 

32% 32% 

ifi iH ft 
28% 27 ft 


ft 

+% 

ft 

-% 

ft 

ft 


ft 

ft 

ft 

*% 

ft 

ft 

ft 


EemtCp 
EanEmrat 
B31M 
EOgtnad 
B 


Etocmai 
BectArts 
EnsconAsa 
Cp 


Engyvnte 
Engreph 
a *kS* 
Enmhc 
Equten 


EwnsSVi 

Enrw 

Enabyta 


Esteido c 

eqwsti 

EraapAm 


FsIGrp 

FOrrCp 


Ft** Ml 

Rbnritn 

ROHM 

my on 

RO0bA 

nonet 

MAtama 

Rnri An 

FdBcOhto 

mesa 

FstSaay 

Fal Form 

fstWSstn 

MtaiAc 

Radar 

Fbutmlss 

Haora 

HnrM 

FoodUoiA 

FoocUonB 

Rnuest 

Rnchnu 

PfeneBanc 

Foster A 

FrttiBn 

Fremont G 

MEaam 

FslFirt 

miiayM 

Fuler HB 

RAnRa 

Furon 


9 39 7% 6% 
B 312 7 6% 

1 1176 U d% 
006 29 903 37% 36% 
IB 897 8% 7% 
2 838 2ft 2\ 
183 1561111% 1ft 
082 27 52 28%d29% 
4211976 38% 27% 
17 203 7 8% 

181115 6% 8% 
6T954 06% 6% 
583 952 17% 18% 
012 24 22 13% 13 
80 12 2% 1% 
4 615 5 4% 

010 70 8 4% 4 

048121 2740 4ft 43% 
24 228 18 15% 

0 306 % d% 

14 807 9% 9% 

15 57 14 13% 

20 54 19% 18% 

020 14 14 26% 25% 

42 427 21% 20% 


- F - 

12 302 7 06% 

02* 7 8 7% 7% 

003 46 873 23% 33 

26 955 |0 28 
1 173 6% ft 

096 10 243 53 52% 

392560 7 6% 

050 11 41 IS 17% 
132113 13% 12% 
1.04 13 197 35 34% 

060 14 386 30% 30 

1.72 11 72 45% 44% 

055 15 84 17% 17% 

092 11 3137 29 28% 

144 12 186 41 40% 

036 0 113 6% 5% 
058 10 960 31% 30% 
OM 14 332 uSS 54% 

750 78 7% 7 

28 487 20 19% 

27 307 0% ft 

009 21 3167 7 8% 

009 21 1754 7 8% 

158 15Z100 34 34 

19 78 15% 15% 
030 14 397(123% 22 

106 138 4% 4% 
096 14 184 31 30% 

LOB 9 2Bu41% 40% 
1.12 8 122 19% 16% 
030 11 159 15% 15 

1.12 10 184 S9% 28% 

056 16 912 37% 36% 

073 11 5 22% 22% 

024 20 9 16% 15% 


ft 

6% -ft 
U -I 1 . 
37 ft 
ft ft 
ft +i 
11 

M% ft 
27% -1% 
8% ft 
6% ft 
Sii 

17% ft 
13 
1% 

5 
4% 

43% 

15% 

% 

9% 

13% 

18% 

26% 

21 


+it 


ft 


7 

7% 

23% 

28% 

B 

53 

6% 

17% 

12 % 

35 

30% 

46% 

17% 

28% 


41 ft 

ft ft 

31% 

55% ft 


7% 

20 

»% 

6% 

6% 

34 

15% 

23% 

4% 


30% ft 
41% 

18% ft 

15% ft 


26% 

36% 

22 % 

15% 


-G- 

GBApp 13 317 7 6% 

GSKSere OlO 25 152 18% 17% 

Bantaa 8 526 6 5% 

Garnet Hs 6 279 6% 8 

GeMCo 016 1 177 5 4% 

Gates 251101 37%d34% 

Gnd Knd 040 1* 69 15 15 

Genlyta 19 217 3% 3% 

GenataPti 15 669 22% 22% 

Gofer Cp 400 621B55 25% 23% 
Genus he 1 575 2% 2% 

Genzyme 222142 35% 34% 
GenamM 13 2 9% «% 

ewrtjOi 27 1788 15% 14% 
Ghana Gt 040 39 803 18% 18% 
GUdngoL 012 17 3888 22% 22% 

gumma on 17 6 2i%<eo% 

Osh Horn 10 90 5% d5% 

Good Guys 301BB6 10% 9% 
QxdaftupjtfLK 28 628 25% 34% 
fimdaSya IB 144 2% 1% 
Granite 020 49 65 1 7% 18% 
Great An 002 0 ITS h h 

Green AP 060233 32u21% 20% 


7 

1B% ft 

6 ft 
B% ft 
4% ft 
35% 

15 -1% 
3% ft 


22% 

24% 

2% 

35% 

6% 

14% 

18% 


ft 

ft 

ft 
+% 

ft 
ft 

22% ft 
21 % 

5% 

10% ft 
25% ft 
2A ft 
17 ft 


GmadiPti 

Grossmans 

Gmdwtr 

GTlCorp 

GufiVSvg 


81784 5% 5% 
36 944 3% dZ% 
12 178 13% 13% 
26 78 30% 29 

63 410 5% 5% 


A 

21 

5% 

SS 

13% 


ft 

ft 

ft 

ft 


29 -1% 
5% ft 


Hating A 


(tenor Gb 
HBO&CO 
Kaahhcar 
RpatScre 


HsaMibd 


HeetdnCan 
HattiDny 
Homn 9ys 
Hotogh 
Hone Beef 
Home Hut 
Home Oita 
Knsstyta 
Honhds 

IhuvimHi 

womoecx 

Hcnannes 

KttJB 

HuuerEni 

Kmtingln 

Horen Co 

KutctiTadi 

H/corOo 


-H- 

21 11 9 

OK 14 120 25% 
020 77 80 15 

030 31 B94U29% 
15 1257 14% 
006 13 62 ft 
U 285 B 
10 18T 7% 
0.18 13 1280 9% 
10 65 27% 
81385 15% 
0.15 27 881 UB% 
425 75 4% 
078 9 2 25 

28 233 6% 
072 >4 48 15 

1 332 2% 

040 23 31 28% 

78 532 17% 
030 13 120 5% 
020 23 3100 22% 

2 838 % 

050 141733u28% 
008 3 33 5% 

6 363 23% 
13 639 4% 


9 9ft 
24% 25% ft 

u rrt ft 

29 29% ft 
13% 13% ft 

9 8% ft 
7% 7% ft 
7% 7% 

9% 9% ft 
29% 26% 

614 14% ft 
8% 8% +% 
d3% 4% 

24 24% 

9 % 8 % 

14% 15 

2 % 2 % 

27% 29% 

17% 17% _ 

4% S% ft 
21% 22% ft 

K % , 
28% 28% ft 
ft ft 
22% 23 

d*% 4% -3t 


ft 

ft 

ft 

ft 


nsys 

IGF hr 
108 Comma 
Etna 
■otic 
hnouEor 


limunedtt 
bnusmogen 
Inperl Be 
InStore 


Uhl 

MRas 

htonta 


hWCp 

Mai 

htJgntB 

Her Tel 

MofcaA 

btargipn 


bfeahn 

htsmtic 
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Daniel Tully, chairman of 
Merrill Lynch, talks to 
Patrick Harverson 


FINANCIAL TIM ES Monday July 12 1993 

President Clinton’s 
economic Jeeves 


A golf club rests against 
a table, pictures of his 
family adorn the 
walls, but no stock 
market computer screens clut- 
ter the desk of the chairman of 
America's most powerful finan- 
cial company. 

Mr Daniel Tully, who a week 
ago took over the helm of Mer- 
rill Lynch, the largest securi- 
ties house in the US. does not 
fit the popular image of Wall 
Street's elite. 

Instead of the intense, blue- 
blooded financier that people 
might expect to run one of the 
nation's largest investment 
h anks and securities houses, 
Mr Tully is a big, cheerfully 
confident Irish New Yorker, 
the son of a dockside steam-fit- 
ter from the borough of 
Queens. 

He believes his Irish heritage 
has helped him to manage a 
big company with a large num- 
ber of staff. “The Irish have a 
certain empathy, compassion 
and a willingness to put them- 
selves in the other person’s 
shoes.'’ 

He admits that, when he 
started in the securities busi- 
ness in 1955, he knew nothing 
about stockbroking. Neither, it 
seems, did his mother. 
Laughing at the memory, he 
says: "When I got the job that 
day, and went home and told 
my mother that I had a job 
with Merrill Lynch, Pierce, 
Fenner & Beane, she said: 
That’s great son. I always 
knew you would do well in the 
advertising business.’ " 

While he might not have 
done well in advertising, the 
61-year-old Mr Tully has 
thrived in stockbroking. After 
joining Merrill’s accounting 
department, he worked up 
through the firm's broking 
workforce, moving to the New 
York head office in 1976. 

Six years later. Mr Tully was 
made head of the firm's private 
client business, and in 1985 be 
was appointed president and 
chief operating officer. From 
1965. he ran Merrill with his 
long-time friend and partner, 
Mr William Schreyer, who was 
chairman until his retirement 
two weeks ago. 

During Mr Tully and Mr 
Schreyer's tenure. Merrill has 
grown from one of several 
dominant firms on Wall Street, 
to the dominant force. Today, 
the firm is pre-eminent In 
almost every area of the US 
capital markets - its brokers 
earn more commissions than 
any other firm, its investment 
bankers underwrite the most 


corporate stock and bond 
Issues, and its investment 
managers handle more client 
assets thaw any financial insti- 
tution except Fidelity, the 
mutual funds group. 

Despite the firm’s growth, 
Mr Tuny’s stint at the top has 
not been problem-free. In the 
latter part of the 1980s, Mer- 
rill's rapid expansion left it 
with an average return on 
equity of only 10.8 per cent, 
well below the industry aver- 
age of 15 per cent and in 1989 it 
made a loss of $2i3m (£142mj. 

At the time, Mr Tully and Mr 
Schreyer were criticised for 
allowing Merrill to get badly 
out of shape. Critics and ana- 
lysts argued that the duo were 
great salesmen, but lacked the 
modem management skflU to 
guide a giant securities house 
into the 1990s. 

The two responded with a 
three-year cost-cutting pro- 
gramme, which shr ank Mer- 
rill’s workforce from 50,000 to 
just over 40.000. Mr Tully 
patrolled the firm’s offices, 
slapping small red dots on 
equipment and furniture that 
he believed was surplus to 
Merrill’s needs. 

Today, the red dots have 
gone but, says Mr Tully, the 
attention to cost control has 
not Merrill employs what its 
rhairn ifl n calls the “burden of 
proof’ policy, which regularly 
asks every unit to justify why 
it should remain part of Merrill 
Lynch. Mr Tully says: “The 
burden of proof is on that 
organisation to come bads to 
us and sell management on 
why they are critical and inte- 
gral to our long-term strategy 
and success." If the manage- 
ment is not convinced, out 
comes the axe. 

While retreating from some 
businesses, Merrill has been 
expanding in others - most 
notably asset managumpnt in 
common with other big Wall 
Street firms, Merrill wants to 
build up its fee-based revenues 
as an insurance against the 
volatility of its more cyclical 
businesses such as trading, 
broking and underwriting. 

Today, Merrill’s recurring 
revenues cover half of its fixed 
costs. Mr Tully wants all of the 
fixed costs covered by the end 
of the decade. If that target is 
reached, Merrill's earnings 
from broking commissions, 
trading and investment bank- 
ing would be pure profit 
Back in 1955, when Mr Tully 
joined Merrill, broking com- 
missions represented virtually 
all of the firm’s earnings. 



I don’t think the future has ever been brighter 1 


Twenty years later, however, 
the industry abandoned fixed 
broking commissions and Mer- 
rill, tike many Wall Street 
firms, decided to offer a 
broader range of services to cli- 
ents and lock them into 
long-term relationships. 

Consequently, the Merrill of 
the 1990s is much more than a 
broker. It is a large financial 
services supermarket It offers 
individual and corporate cli- 
ents everything from banking- 
type products such as cash 

PERSONAL RLE 

1932 Bom In Queens, New 
York. 

1953 Graduated from St John’s 
University, New York. 

1955 Started at Menffl Lynch. 
1959 Account executive in 
Stamford, Connecticut 
1970 Manager of Stamford 
office. 

1976 individual sales director, 
head office. 

1962 Executive vice-president 
and head of Individual Ser- 
vices Group. 

1965 President and chief oper- 
ating officer. 

1992 Chief executive. 

1993 Chairman. 

accounts, cheque books and 
mortgages, to services such as 
insurance, business loans, 
stockbroking, investment man- 
agement and high-tech corpo- 
rate finance. 

Mr Tully thinks that the firm 
should follow the clients' 
needs, rather than the other 
way round. “The logic is. if you 
focus on your clients, then you 
change along with them as 
they go through their Me. It’s a 
recognition that the only con- 
stant is change.” 

This attention to the client, 
he believes, has turned Merrill 
into the country’s biggest secu- 
rities house. In spite of the 
firm’s size and the complexity 
of its business. Mr Tully has 
always adopted a style of man- 


agement that is straightfor- 
ward. upbeat and reminiscent 
of another Irish American, for- 
mer President Ronald Reagan. 

Mr Tully says: T think you 
could liken my style, abso- 
lutely, to a Ronald Reagan; 
that is, someone who has 
vision, principles and who will 
not get mired down in the 
details. That does not mean 
you don’t have a great know- 
ledge and understanding of the 
business, but it's built on 
mutual respect and trust and 
the dignity of fellow-individu- 
als. You've got to believe that 
from the bottom of your mind 
and heart I believe it I trust 
people." 

He trusts his senior manag- 
ers to get on with managing 
the firm while he travels, meet- 
ing clients and employees. Slip- 
ping into one of his many anec- 
dotes, he says: “At a recent 
conference someone said to 
me: ‘Mr Tully, how can you 
manage forty-some thousand 
people, and $l20bn of balance 
sheet?’ I said: ‘I don’t. It’s 
11.15am and 1 haven’t spoken 
to my office yet’ I said: ‘Some- 
one is managing 40,000 people, 
and a lot of people are manag- 
ing the balance sheet’ Part of 
my executive responsibility is 
to set priorities, allocate 
resources and set the tone and 
principles which will guide us 
through the good times and 
the bad." 

He comes down hard, how- 
ever, on employees that abuse 
his trust "If you go outside the 
parameters," he says, making a 
slicing motion across his knees 
with his hand, “I’m not very 
tolerant” 

Otherwise, he seems a toler- 
ant man and, despite his 
avowed fondness for former 
President Reagan, broadly sup- 
portive of the current Demo- 
crat president “I applaud Pres- 
ident Clinton’s deficit- 
reduction goal, but would pre- 
fer it if he accomplished more 


No nukes is good nukes 


D avid Gergen and the 
other news manipu- 
lators did a fine Job 
For their political 
masters at the meeting of the 
Group of Seven leading indus- 
trial nations in Tokyo last 
week. They got great headlines 
for the "agreement" on a Gatt 
deal for the group's hypocriti- 
cal words ou Bosnia, for the 
$3bn (£2bn) aid package for 
Russia. Considering that the 
meeting had gathered amid a 
general consensus that the G7 
was a busted flush, and the 
seven leaders the most discred- 
ited bunch in recent history, 
this was quite an achievement 
for the spin merchants. 

A by-product of this was that 
the news managers were able 
to downplay one of the most 
serious items on the G7 
agenda: the prospect that the 
world is on the threshold of an 
ominous, and quite possibly 
dangerous, proliferation of 
nuclear weapons. The issue is 
mentioned in the final commu- 
nique, but in such deadpan 
terms that it remained safely 
on the inside pages. 

The first and most immedi- 
ate cause of anxiety is Ukraine, 
which after long debate now 
seems determined to hang on 
to at least some of the 176 stra- 
tegic nuclear missiles which 
were part of the Soviet arsenal 
and happened to be based on 
Ukrainian territory. This could 
Jeopardise the radical US-Rus- 
sian nuclear arms reductions 
treaties signed only six months 
ago: hut it could also give new 
and dangerous encouragement 
to other countries to acquire 
nuclear weapons. 

Then there is North Korea, 
which is probably engaged on 
building up its own nuclear 
weapons capability, in defiance 
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on 
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of its commitment not to do so 
under the multilateral nuclear 
N on-P roliferation Treaty 
(NPT)- This is a particularly 
disturbing break-out by a hard- 
line, communist and militaris- 
tic country. Last week in 
Tokyo, Japan made it clear 
that it would regard a nuclear- 
armed North Korea as a seri- 
ous threat to its national secu- 
rity. Japan could probably 
build nuclear weapons and 
their delivery systems in very 
short order, if it decided to go 
down that road. So if North 
Korea becomes a nuclear weap- 
ons state, we should assume 
that Japan will, too. 

Whether anything can be 
done to stop North Korea is 
uncertain. The Americans 
have been trying diplomatic 
arm-twisting in bilateral talks, 
apparently with only modest 
success: Washington is now 
talking of international sanc- 
tions. 

Ukraine has not stated 
unambiguously its intention to 
become a nuclear weapons 
state; but that seems the direc- 
tion it is heading. President 
Leonid Kravchuk said last 
week that the nuclear missiles 
should be declared "national 
property" (whatever that 
means) - until they are 


destroyed. Prime Minister Leo- 
nid Kuchma went further, and 
said that Ukraine should for- 
mally proclaim itself a nuclear 
weapons state - until the 
weapons are removed and 
destroyed. la the meantime, US 
intelligence suspects that the 
Ukrainians are working on the 
electronic codes which control 
the missiles, ar|f i may be able 
to crack them in the uot-too- 
distant future. 

Ukraine’s fundamental objec- 
tives remain ambiguous, 
because the political class is 
divided. Sometimes it seems 
they are just using the missiles 
as bargaining counters, to get 
more financial aid from the 
west; such an objective can 
only have been reinforced by 
the Tokyo meeting, which 
offered $3bn to Russia but 
nothing to Ukraine. But some- 
times it seems they regard the 
missiles as a security guaran- 
tee against possible Russian 
aggression; and would only 
give them up in exchange for a 
security guarantee from the 
west If that is the bottom tine. 
Ukraine will keep the missiles, 
because the west will not give 
such a guarantee. 

In the meantime, Ukrainian 
foot-dragging is blocking the 
implementation of the second 
Strategic Arms Reduction 
Treaty (Start-H) agreed only 
six months ago by George 
Bush and Boris Yeltsin. That 
agreement should reduce the 
long-range nuclear arsenals of 
Russia and the US by about 
two-thirds, from some 11,000- 
12,000 warheads each to about 
3.500 by early next century. 
But this treaty cannot go Into 
effect, because Ukraine has not 
ratified the previous Start-I 
treaty of 1991 on which Start-II 
is built 


But if nuclear proliferation 
by Ukraine is a by-product of 
the disintegration of the Soviet 
Union, it may he part of a more 
general pattern. Kazakhstan Is 
another republic with some 
former Soviet weapons; but 
whereas Kazakhstan has rati- 
fied Start-I, it has not signed 
the NPT as a non-nuclear 
weapons state. Iraq’s incentive 
to go nuclear has been intensi- 
fied by the end of the cold war, 
since it can no longer rely on 
Soviet military support against 
the west. Even North Korea 
may see the end of the cold 
war as a reason to build up its 
national “security”. 

As a result, the official 
nuclear powers are urgently 
frying to rebuild the political 
credibility of the non-prolifera- 
tion regime. President Bill 
Clinton has extended the US 
moratorium on nuclear testing 
for another 15 months, and 
Russia and France have both 
given their support to a com- 
prehensive test ban. The UK 
government does not share 
their enthusiasm, hut has 
enough sense not to object 

The probable collapse of the 
non-proliferation dyke will 
have far-reaching conse- 
quences. If nuclear weapons 
are no longer restricted to the 
very few, those who used to 
claim to be the only legitimate 
members of the nuclear club 
will need new justifications for 
their political privileges, 
starting with permanent mem- 
bership of the UN Security 
CoundL Sooner or later, Ger- 
many and Japan must get per- 
manent seats, and it would be 
better if they did so without 
acquiring nuclear weapons. 
Britain and France should 
make a virtue of necessity, and 
urge their admission. 


through spending cuts rather 
than tax increases.” In particu- 
lar, he is disappointed that 
there is little in Mr Clinton’s 
economic policy that encour- 
ages savings and investment 

Mr Tully is extremely posi- 
tive about the US, despite the 
country's economic and social 
problems. Asked if the Ameri- 
can dream has fizzled, he 
answers vehemently: "Hell no. 
I don’t think the future has 
ever been brighter. You look at 
all the trends in the United 
States, and you might see a 
little ripple, but the long-term 
trends are extremely positive. 
Every chart f look at starts in 
the lower left-hand comer and 
goes to the higher right-hand 
comer.” 

Sitting in his spacious office, 
with its view of the river, and 
those twin symbols of hope - 
Ellis Island and the Statue of 
Liberty - Mr Tully is the 
embodiment of the American 
optimist. There is nothing 
wrong, he says, with being an 
optimist After all: *Tve never 
met a rich pessimist." 


t may seem absurd to 
compare Mr Robert 


I Rubin, the director of the 
White House National 
Economic Council, with Bertie 
Wooster’s fictional manservant 
Jeeves. Yet in a town over-pop- 
ulated with brash, assertive 
personalities, his self-effacing, 
low-key demeanour really does 
bring the omniscient Jeeves to 

mtnri 

GleefuDy playing up Mr Rub- 
in’s deferential style, the 
Washington Post recently 
reported his habit of prefacing 
his rare interjections in White 
House meetings with the 
words "in my b umb le opinion.” 
One can almost imagine him 
presenting economic options to 
Mr Clinton on a silver platter; 
although he knows 10 times as 
much about finance as the 
president, he apparently hesi- 
tates to indicate a strong pref- 
erence for one policy over 
another. 

Mr Rubin’s apparent lads of 
ego is seen as especially puz- 
zling given that he has spent 
his working life on Wall Street. 
One of the most successful 
arbitrageurs of his generation, 
be up as a co-chairman 

of Goldman Sachs, the invest- 
ment bank. Last year he 
reported earnings of $26.5m 
(£l7.6m), making him unusu- 
ally wealthy, even by the stan- 
dards of Mr Clinton’s 
well-heeled Cabinet. 

During a 40-minute interview 
in his panelled office in the 
west wing of the White House, 
Mr Rubin stuck resolutely to 
his type-casting. I could not get 
him to express a really strong 
opinion about anything, even 
off the record. When asked for 
his personal views, he tended 
to reply by deftly outlining the 
president's policies on the 
topic in question. 

Yet as director of the NEC, 
Mr Rubin is potentially the 
most powerful economic offi- 
cial in Washington. He coordi- 
nates the act iviti es of all the 
other economic agencies and 
enjoys daily access to the presi- 
dent; more than anybody else, 
he is the prism through which 
Mr Clinton views the economic 
world. Yet he rejects flatly any 
suggestion that he has a spe- 
cially important role. He is cer- 
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ACROSS 

1 State of mind after batting? 
You need to inject enthusi- 
asm (8) 

5 Relatively reckless one could 
gat a grilling (6) 

9 Thus possibly usurps one 
with gloomy disposition (8) 

10 Artist comes back Into row 
for list of charges (6) 

12 Box one with the dobs, say 
(5) 

13 Trial and goal unsettled this 
river dweller (9) 

14 Small person encountered 
round new dig (6) 

16 US store ri*»«iing in In dian 
silk 17) 

19 The way lathe turns in an 
underhand procedure (7) 

21 With reference to name, 

speak out (6) 

23 25 across will maybe acquire 
it (S) 

25 One likely to see the light? (5) 

26 Holder of post that ought to 
be dealt with (24) 

27 In favour of benefit' the north 
abandoned (8) 

28 King leading a charge in kind 
of combat (6) 

29 Transport centre when reor- 
ganised introducing a bit of 
noise (6) 


DOWN 

1 Tick in school? (6) 

2 Extract Result of dentist’s 
work? (5,4) 

3 Absolutely not the first to 
make suggestion (5) 

4 Second of the present month 
CO 

6 Ealing comedy's b eginning as 
riotous as anodyne (9) 

7 Included in doubts - 10 
heavyweights coming np in 
lift! (5) 

8 Improved cast in the plant (8) 
11 It could be in a block lariring 

excitement (4) 

15 Girl left boy with bit of ten- 
dency to flirt (9) 

17 Direct KO puts one out 0) 

13 This character is a star in 
print (8) 

20 A hard fall (4) 

21 Adversely criticise the 
detailed analysis (34} 

22 Sulphide ore not quite 
thoroughly (6) 

24 Unmitigated state (5) 

25 Person half grasps old style 
brain-teaser (5) 

The solution to last Saturday's 
prize puzzle win be published 
with names of winners on Sat- 
urday July 24. 
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tainly not Mr Clinton’s eco- 
nomic chief of staff, he says, 
because that would imply the 
heads of other agencies report 
to frfrn, which they do not. 

Does he accept the common 
criticism that he is too reluc- 
tant to express his own views 
on policy issues? 

“People say that. I really 
think it’s not correct. What 
you have to do in this job Is to 
perform your co-ordinating 
function with real intellectual 
integrity so that everybody 
feels their views are laid out 
fully and fairly. Then, sepa- 
rately. you can express your 
own personal views. . .1 don’t 
thump tables but I don't feel 
any reticence about coming 
forward with my views.” 

Whatever he says, it is hard 
to believe that Mr Rubin does 
harbour strong personal views 
on economic policy. What 
really seems to excite him is 
teamwork and the process of 
brokering agreements. In help- 
ing devise the US’s new hard- 
nosed trade policy towards 
Japan, for example, Mr Rubin 
got "seven, eight, maybe 10 
agencies around the table.” 
The marathon debate that 
ensued was apparently unprec- 
edented in that policies 
towards Japan have usually 
been fashioned independently 
in particular agencies, such as 
the treasury, state or com- 
merce departments. 

Yet it was typical of Mr Rub- 
in's mission at the NEC, which 
is to bring to economic policy- 
making the kind of coherence 
and co-ordination that has long 
characterised foreign and dip- 
lomatic policy. The NEC is 
thus consciously modelled on 
the National Security Council 
and Mr Rubin regards his role 


as precisely analogous to that 
of Mr Anthony Lake, the 
national security adviser. 

Mr Rubin’s council has 
undoubtedly played, an impor- 
tant role in formulating bud- 
getary and trade policy. But 
quite how for its influence will 
ultimately stretch remains 
unclear. During the election 
f^ pi p aign, there was specula- 
tion that a Clinton administra- 
tion would move beyond tradi- 
tional macroeconomic policies 
and take an active interest in 
the performance of individual 
industries, especially in high- 
tech sectors. Does Mr Rubin 
personally have faith in 
“industrial policy." 

I expected - and got - an 
equivocal response. “Industrial 
policy is a funny word," he 
says. “To 100 people it will 
mean 200 different things - 
everybody has at least two (Ef- 
ferent definitions in mind.” 
However, he believes there 
may be “externalities" that 
could justify a more active gov- 
ernment role in some areas. He 
will not elaborate because be 
does not want to prejudge the 
outcome of the few sectoral 
studies currently under way. 
Characteristically, all he can 
promise is that a premium will 
be placed on inter-departmen- 
tal co-operation. “There will be 
Laura [Tyson], Bob Reich, 
Lloyd Bentsen, Leon [Panetta] 
and myself - and others - sit- 
ting at the table and working it 
out together as opposed to 
something happening in one 
agency that others don’t agree 
with.” 

Mr Rubin is urbane, courte- 
ous and, above all, non- ideolog- 
ical His self-effacing style is a 
breath of fresh air in Washing- 
ton and has gone down well 
with more overtly ambitious 
colleagues. He deserves credit 
for striving to create a more 
rational and co-operative pol- 
icy making apparatus. But 
whether his committee system, 
which gives a voice to all inter- 
ested parties in the federal gov- 
ernment. will produce effective 
policies remains an open ques- 
tion. Unless the NEC’s able 
director provides a stronger 
sense of direction, some 
observers worry it will end up 
producing camels. 


(■>*** kr MOncflt OnconM (or In 
nfir— <* IM pootng anu 

Up K ana iv a n uo 
XbgMMMi 
MMMb MNubTHSug 
IMgaiTUM 

M M IW 


0030 

0100 

mao 

0200 

0230 

0300 

0330 

0400 

0430 

0500 

0530 

0600 

0030 

0700 

0730 

0800 

0830 

0900 

0930 

1000 

1030 

1100 

1130 

1200 

1230 

1300 

1330 

1400 

1430 

1500 

1630 

1800 

IBM 

1700 

1730 

1800 

1830 

1800 

1030 

2000 

2030 

2100 

2130 

2200 

2230 

2300 

2330 

2400 


MM* 

20.35 

18.78 

18.78 
18.78 
18.78 
18.78 
18.74 
1707 

i eso 

16.30 

1600 

16.50 
17.98 

17.98 
18.77 
2047 

20.98 
21.08 
ace 

24.10 

24.84 

2898 

3337 

33.00 

3000 

24.98 

24.10 
21 SO 

21.50 

18.10 
1810 
18.11 
1811 
1824 
2232 
22.02 
sue. 

21 -BO 
21-50 
21.50 
2180 
2202 
3800 
3800 
wm 
2845 
2128 


Ml*h 

2039 

2031 

3300 

3800 

1805 

3300 

3800 

33.00 

3800 

3800 

«inn 

3800 

33JJ0 

3300 

3800 

3800 

20.78 

21-43 

21 jn 

25.90 

2861 

27.80 
29.74 
3812 
3812 
3812 
36.12 
2898 
2851 
21.61 
1809 
1809 
1809 
1809 
21X3 
21.43 
21X3 
21.43 
21.61 
21.61 
21X3 
21.43 
21.43 
33X1 
3800 
3800 
63410 

21.81 


MMh 
24J6 
2824 
3800 
33.00 
1803 
33 DO 
3800 
3300 
3100 
3800 
3705 
3300 
37.71 
3700 
37-55 
3700 
24.65 
2831 
2848 
-mnn 
2708 
31-56 
3879 
4007 
4002 
4033 
4042 
2909 
27.42 
2SX7 
19.09 
1809 
1800 
1809 
2827 
2825 
2824 
2820 
2829 
2600 

25.18 

25.19 
2817 
37.46 

4006 

4007 
37.13 
2848 





Ptatiai atocmcfty Mmnd lor B* 
np** d IM Ido nm mb? mi 
i *™ « ■ n. i tf Miu m 

KEngMMIM* 

Mtabla 

Tam? « UW33 



Rx* 

Pv* 

feci 

VS ha* 

puamo 

PUICtaM 


pa*xr 

OM 

pm 

e4o* 

■*( 

CMMl 

C/IMHl 

mm* 

0030 

21 -OB 

2101 

2885 

0100 

20.71 

1807 

1807 

0130 

ZOOS 

1807 

1807 

0200 

20.71 

20.66 

2066 

0230 

20.71 

1807 

1807 

0300 

20.71 

1805 

1805 

nwn 

20.47 

1805 

1805 

0400 

20X7 

1803 

1805 

0430 

2047 

20 86 

2008 

0500 

20.47 

20 66 

2068 

0530 

2800 

1805 

1805 

0600 

34.00 

34 DO 

34.00 

•0630 

40.75 

34 DO 

3400 

0700 

23.01 

33 DO 

3887 

0730 

27-50 

24.84 

3819 

0800 

27.19 

26 86 

3207 

0B30 

28 03 

29.76 

3409 

0900 

2878 

30.03 

3533 

0930 

3344 

30J2 

3&6B 

1000 

3883 

4305 

4898 

1030 

34.01 

43D4 

4806 

1100 

34.19 

30.48 

3585 

1130 

34.44 

42D3 

4704 

1200 

4888 

43.18 

49.12 

1230 

42.69 

4305 

4805 

1300 

<138 

47.60 

*720 

1330 

ZB 87 

29.96 

;««> 

1400 

28.73 

2730 

3201 

1430 


2709 

32.06 

1500 

2738 

27X7 

32X7 

1530 

2829 

27.47 

32X8 

7800 

772SB 

2732 

3234 

1630 

34.82 

35.75 

4102 

1700 

34.88 

35.7B 

4102 

1730 

34.81 

33.58 

4032 

1800 

34.73 

30J5S 

3504 

1830 

27.51 

20.82 

3100 

IMP 

2730 

28 B? 

tin 

1930 

25.02 

24.84 

2879 

2000 

25.02 

2404 

29.72 

2030 

2730 

2890 

2878 

2100 

S230 

39.12 

44X0 

2130 

34 DO 

39.12 

4433 

2200 

34 .00 

5821 

8344 

2230 

35.00 

5821 

63.70 

2300 

3800 

3400 

3400 

2330 

?81W 

22.98 

2200 

2400 

19D7 

1900 

1800 



Market Myths and DuffFor^casts f 

■ «» fe »»Mo»e .r,«, 




1AX FRKfv SPKC'.iri.AnO 

FL l VRVS 


TtoctefaTourftcc Glide t 




